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STRICT COURT 


UNITED STA 


~ SOUTHERN DI T OF NEW vorx 


In re 
| P.O. BAROFF COMPANY, INC., 
Debtor, 
| AMERICAN DANK & TRUST COMPANY, 
Plaincifé, 
~againsct- 
EDWARD S. DAVIS, Trustee for the 


: Liquidation of the Business of 
; F. O. BAROFF COMPANY, Inc. , 


Defendanc. 


SUMMONS AND NOTICE OF TRIAL 


; To the above-named defendant: 


YOU ARE HEREBY summoned and required to serve upon 
. Reavis & McGrath, plaintifi's attorney, whose addrass is 1 

‘ Chase Manhattan Plaza, New York, New York 10005, 2 motion or 
an answer Co the complaint which is herewith served upon you, 
on or before July /6 | 1974, and to Sile the motion or answer 
with this court not lacer than the second business day there=— 
‘after. L£ you fail to do So, judgmene by default will be 

, taken against you for the relief demanded in the complain 


YOU ARE HEREBY notified that trial of the p.roceed- 
ing commenced by this complainc has been set for July<¥, 1974, 

: at 10 o'clock a.m., in Room ~3G, United Scates Courshouse, 

' Foley Square, New York, ew York. 


Edward S$. Ryan, 
Bankruptcy Judge 


A semper of 

1 Chase ! 

New York. New 
(212) 269-7600 


! Dace of Issuance: June 17, 1974 


. 


dale 


Complaint 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


F. 0. BAROFF COMPANY, INC., 
Debtor, 
AMERICAN BANK & TRUST COMPANY, : Complaint 
Plaintife, : 72 Civ: 60 
- against - 
EDWARD S. DAVIS, Trustee for the 
Liquidation of the Business of 
P.O. Baraff Company, Inc.., 


ry 


Defendanc. 


Plaintiff, American Bank & Trust Company, by its 
attorneys, Reavis & McGrath, for its complaint, alleges that: 
JURISDICTION 
1. This action arises under the Securities Investor 
Protection Act of 1970, 15 U.S.C. 78aaa et seq., and Rules 701 
and 765 of the Rules of Bankruptcy Procedure. The matter in 
controversy exceeds, exclusive of interest and costs, the sum 


of Ten Thousand Dollars. 


THE PARTIES 


2. Plaintiff American Bank & Trust Company (hereafter | 


"American'"') is a banking corporation incorporated under the 
laws oc. the State of New York having its principal place of 
business in the State of New York. 

3. Defendant Edward S$. Davis is the Trustee (hereafter 
hep 


Trustee") for the liquidation of the business of F. 0. Baroff 


Company, Inc. having been appointed by order of the United States 


ae 
w 


District .surt for the Southern Dis ict of New York pursuant 


to Section 5(b)(3) of the Securities Investor Protection Act 


of 1970: 


COUNT I 

4. On or about January 6, 1972, by order of the 
United States District Court for the Southern Districc of 
New York, F. 0. Baroff Company, Inc. (hereafter "Baroff") was 
placed in liquidation pursuant to the Securities Investor 
Protection Act of 1970; said order stays all creditors from 
commencing any actions against Baroff. 

5. Prior thereto Baroff was engaged in business as a 
stock brokerage firm in the City and State of New York; it was 
an “over the counter’ firm and was not a member of either the 
New York Stock Exchange or the American Stock Exchange. 

6. On or about January 9, 1970, american entered into 
a Loan and Collateral Security Agreement with Baroff, pursuant 
to which it agreed to clear Baroff's transactions with respect 
to the purchase and sale of securities and to loan and advance 
to Baroff varying sums of money in connection with the 
operation of its business. In connection therewith, Barof 
opened a checking account with American to facilitate the 
foregoing relationship. 

he “As part of its agreement to clear securities trans- 
actions for Baroff, American also agreed to place its "signature 
guaranteed" stamp on securities which had been sold through 
Baroff. 

8. American is a secured creditor of Baroff and has 
timely filed a proof of claim in the liquidation proceedings, 


a copy of which is annexed hereto as Exhibit A. American, as 


Cie 


4a 


part of its proof of claim, made claim for any loss, liability 
or damage which it might incur as a result of claims made 
against it arising from certain transactions relating to 
securities registered in the name of Esther I. Corey. 

9. Upon information and belief, Mrs. Esther I. Corey 
is a resident of Pennsylvania. She claims that on or about 
April 29, 1971, certain certificates of stock owned by her were 
stolen and that thereafter her endorsements were forged thereon. 
(See affidavits of Mrs. Corey, copies of which are annexed 


hereto as Exhibit Bi) 


LO: (‘Cértain of these securities Ca List of whieh is 


annexed hereto as Exhibit C) were thereafter sold 
Baroff which guaranteed the endorsements and signatures or Mere. 
Gorey which appeared thereon. tueuesteak American, at 
Baroff's request, placed its "signature guaranteed" stamp on 
those securities. All of the securities were sold over the 
New York Stock Exchange. 
ll. In connection with these sales, checks of Baroff, 
drawn upon American by it in the sum of $270,352.85 in 
and- August of 1971, and payable to Esther I. Corey, were paid 
by American in reliance upon the endorsements of Mrs. Gay 
These endorsements are now claimed to be forgeries. 
Corey has commenced an action 
Pennsylvania against the following corporations and/or 
ransfer agents with respect to the purported wrongful 


securities: 


a7 
\ 


AMERICAN TELEPHONE & TELEGRAPH COMPANY, 
a corporation; ARMCO STEEL CORPORATION, 
a corporation; THE CHESAPEAKE & OHIO 
RAILWAY COMPANY, a corporation; E. I. 
DuPONT De NEMOURS & COMPANY, a corpor- 
ation; GENERAL ELECTRIC COMPANY, a 
corporation; GENERAL MOTORS CORPORATION, 
a corporation; INTERNATIONAL HARVESTER 
COMPANY, a corporation; S. S. KRESGE 
COMPANY, a corporation; MELVILLE SHOE 
CORPORATION, a corporation; MOBIL OIL 
CORPORATION, a corporation; NATIONAL 
STEEL COMPANY, a corporation; THE 
PENNSYLVANIA RAILROAD COMPANY, a corpor- 
ation; PHILADELPHIA ELECTRIC COMPANY, a 
corporation; THE PILLSBURY COMPANY, a 
corporation; READING COMPANY, a corpora- 
tion; F. W. WOOLWORTH COMPANY, a 
corporation. 


13. American has been informed by certain of said 
corporations and/or their transfer agents that they will look to 
American to hold them harmless in said action as 2 result of 
American having placed its “signature guaranteed" stamp on the 
securities in question, each of which was sold through Baroff 
and cleared through American. Anmnexed hereto as Exhibits D 
through I are letters received by American from or on behalf 


of certain of the above named corporations and/or their transfer 


agents setting forth their claims against American as a result 


14. In connection with the operation of its business 
Baroff obtained a Brokers' Blanket Bond (No. S$ 623572) from 
the Insurance Company of North America (hereafter 'INA''), 
copy of which is annexed hereto as Exhibit J 

15. Losses covered by the Bond include the following: 


DISHONESTY 


i 
| 
| 
oi the forgeries. = 


(A) Loss through any dishonesty or fraudulenc 
act of any of the Employees, committed anywhere 
and whether committed directly or by collusion 
with others, including loss of Property through 
any such act of any of the Employees. 


‘FORGERY OR ALTERATION 


(D) Loss through forgery as to a signature, 
or alteration of, or in any bills of exchange, 
checks, drafts, acceptances, certificaves of de- 
posit or other written orders or directions to 
pay sums certain in money, due bills, money 
orders, warrants, orders upon public treasuries, 
letters of credit, written instructions or ad- 
vices which are directed to the Insured and 
authorize or acknowledge the transfer, payment, 
delivery or receipe of any funds or Property and 
bear the forged signature of, or have been 
altered without the consent of any customer, 
stockbroker, banker or other financial institu- 
tion, withdrawal orders or receipts for the 
withdrawal of funds or Property, or receipts or 
certificates of deposit for Property and bearing 
rhe name of the Insured as issuer, excluding, 
however, coupon and serial notes, bonds, s¢zip, 
debentures and obligations of a similar nature, 
whether registered or unregistered, and coupons 
attached thereto or detached therefrom. 


Any check or draft (a) made payable to 
a fictitious payee and endorsed in the name of 
such fictitious payee or (b) procured in a face 
to face transaction with the maker or drawer 
thereof or with one acting as agent of such 
maker of drawer by anyone impersonating another 
and made or drawn payable to the ome so imper- 
sonated and endorsed by anyone other than the one 
impersonated, shall be deemed to be forged as to 
such endorsement. 


Mechanically reproduced facsimile sig- 
natures are treated the same as handwritten 
signatures. 


SECURITIES FORGERY 


(E) Loss sustained by the Insured, includ- 
ing loss sustained by reason of liability 
imposed on the Insured by law or by the consti- 
tution, rules or regulations of any Stock 
Exchange of which the Insured is a member or 
which would have been impos-d on the Insured if 
the Insured had been a member thereof, through 
having, in good faita and in the ordinary course 
of business, whether for its own account or for 
the account of others, in any representative, 
fiduciary, agency or any other capacity, either 
gratuitiously or otherwise, purchased or other- 
wise acquired, accepted or received, or sold or 
delivered or given any value, extended any eredit 
or assumed any liability, on the Pad th df. tor, 
otherwise acted upon any securities or other 


Si 


7. 
\ 


documents of title which prove to have been 
raised or otherwise altered, or lost or stolen, 7a 
or on which the signature of any person signing 
in any capacity proves to have been counter- 
feited or forged, or through having, in good 
faith and in the ordinary course of business, 
guaranteed in writing or witnessed any signatures, 
whether for valuable consideration or not and 
whether or not such guaranteeing or witnessing is 
ultra vires the Insured, upon any transfers, 
assignments, bills of sale, powers of attorney, 
guarantees, endorsements or other documents upon 
or in connection with any securities or other 
documents of title and which pass or purport to 
pass title to such securities or other documents 
of title: EXCLUDING, however, in any event, any 
loss as specified in Insuring Clause (D). 


Mechanically reproduced facsimile 
signatures are treated the same as handwritten 
signatures. 

- 16. Upon-information_and beliezeweo= Baro 
employees-knowingty-aided and abetted in the-wrongful 
Mrs. Corey's securities. (See copy of a letter dated February 
13, 1974 of Postal Tuspector S. N. McKusick annexed hereto as 
Exhibit K.) 


‘LZ. -Baroff is liable to American as a matter o 
since it guaranteed the forged signatures of Esther I. Corey. 
18. By letcer dated April 2, 1974, INA advised that 
it would be willing to pay $100,000, the maximum coverage under 
the Bond, in connection with Mrs. Corey's claim upon the Truste 


filing a proof of claim under the policy. 


is annexed as Exhibit L. 


19. Said insurance proceeds would 


by virtue of its claim against Baroff relacin 
guarantee of Mrs. Corey's signature. 
20. Upon information and belief, the assets of 


Baroff's estate are insufficient to even partially satisfy 


American's claim. 
§a 
21. Despite Baroff's liability to American by 
virtue of its guarantee of Mrs. Corey's endorsements and 
Baroff's insolvency, the Trustee refuses to file any claim 


with INA, as a result of which American will be irreparably 


injured in that Baroff's estate will be unable to compensate 


American for any loss it incurs as a result of the Corey 


transactions. 


22. American has no adequate remedy 


WHEREFORE, American demands judgment 
Edward S. Davis, as Trustee to file 
Brokers' Blanket Bond together wit! ich Li s may 


/ 


be proper plus the costsand 


1 Chase Manhattan 
New York, New York 
(212) 269-7600 


Exhibit A to L 


Annexed to Original Complaint 


Printed Herein Pages 19a to 207a 


Amended Supplemental Complaint 


ENTEFED 
jo! el7Y 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 9a oe 


F. 0. BAROFF COMPANY, INC., 
Debtor. 
AMERICAN BANK & TRUST COMPANY, 
Plaintitet, : AMENDED SUPPLEMENTAL 
COMPLAINT 


-against- 
3 


EDWARD S. DAVIS, Trustee for the 
Liquidation of the Business of 
F,. 0. Baroff Company, Inc., 


Defendant. 

wn enn ne ee ee = += x 

Plaintiff, American Bank & Trust Company, by its 
attorneys, Reavis & McGrath, for its complaint, alleges that: 

3 
JURISDICTION 

is This action arises under the Securities Investor 
Protection Act of 1970, 15 U.S.C. 7Saaa et seq., and Rules 701 
and 765 of the Rules of Bankruptcy Procedure. The matter in 


controversy exceeds, exclusive of interest and costs, the sum of 


Ten Thousand Dollars. 


{ 


THE PARTIES 

a Plaintiff American Bank & Trust Company (hereafter 
“American") is a banking corporation incorporated under the 
laws of the State of New York having its principal place of 
business in the State of New York. 

a. Defendant Edward S. Davis is the Trustee (hereafter 
"Trustee") for the liquidation of the business of F. 9. Baroff 


Company, Inc. having been appointed by order of the United States 


District Court for the Southern District of New York pursuant 


to Section 5(b) (3) of the Securities Investor Protection Act of 
1970. 
COUNT I 

4. On or about January 6, 1972, by order of the 
United States District Court for the Southern District of 
New York, F. 0. Baroff Company, Inc. (hereafter "Barof£") was 
placed in liquidation pursuant to the Securities Investor 
Protection Act of 1970; said order stays all creditors from 
commencing any actions against Baroff. 

as Prior thereto Baroff was engaged in business as a 
stock brokerage firm in the City and State of Nlew York; it was 
an ‘‘over the counter" firm and was not a member of either the 


New York Stock Exchange or the American Stock lxchange. 


6. On or about January 9, 1970, American entered into 


a Loan and Collateral Security Agreement with Baroff, pursuant 
to which it agreed to clear Baroff's transactions with respect 
to the purchase and sale of securities and to loan and advance 
.to Baroff varying sums of morey in connection with the 
operation of its business. In connection therewith, Barorf 
opened a checking account with American to facilitate the 
foregoing relationship. 

ie As part of its agreement to clear securities trans- 
actions for Baroff, American also agreed to place its "signature 
guaranteed" stamp on securities which had been sold through 
Baroff. 

8. American is a secured creditor of Baroff and has 
timely filed a proof of claim in the liquidation proceedings, 

: 

a copy of which is annexed hereto as Exhibit A. American, as 
part of its proof of claim, made claim for any loss, liability 
or damage which it might incur as a result of claims made 
against it arising from certain transactions relating to 


securities registered in the name of Esther I. Corey. 


12a 


! 


g. Upon information and belief, “Irs. Esther I. Corey 
is a resident of Pennsylvania. She claims that on or about 
April 29, 1971, certain certificates of stock owned by her were 
stolen and that thereafter her endorsements were forged thereon, _ 
(See affidavits of Mrs. Corey, copies of which are annexed 
hereto as Exhibit B.) 

10. Certain of these securities (a list of which is 
annexed hereto as Exhibit C) were thereafter sold through 
Baroff which guaranteed the endorsements and Signatures of Mrs. 
Corey which appeared thereon. Thereafter, American, at Baroff's 
request, placed its “signature guaranteed" stamp on those 
securities. All of the Securities were sold over the New York 


Stock Exchange. 


11. In connection with these sales, checks of Baroff, 
| 


drawn upon American by it in the sum of $270,352.85 in July and 
August of 1971, and payable to Esther I. Corey, were paid by 


American in reliance upon the endorsements of Mrs. Corey. These 


endorsements are now claimed to be forgeries. 

ha. Esther I, Corey has commenced an action in 
Pennsylvania against the following corporations and/or their 
transfer agents with respect to the purported wrongful transfer 


of her securities: 


\MERICAN TELEPHONE & TELEGRAPH COMPANY, 
a corporation; ARMCO STEEL CORPORATION, 
a corporation; THE CHESAPEAKE é& OHIN 
RAILWAY COMPANY, a corporation; F. I. 
DuPONT De NEMOURS & COMPANY, a corpor- 
ation; GENERAL ELECTRIC COMPANY, a 
corporation; INTERNATIONAL HARVESTER 
COMPANY, a corporation; S$. S. KRESGE 
COMPANY, a corporation; MELVILLE SHOE 
CORPORATION, a corporation; MOBILE OIL 
CORPORATION, a corporation; NATIONAL 
STEEL COMPANY, a corporation: THE 
PENNSYLVANIA RAILROAD COMPANY, a corpor- 
ation; PHILADELPHIA ELECTRIC COMPANY, a 
corporation; THE PILLSBURY COMPANY, a 
corporation; READING COMPANY, a corpora- 
tion; F. W. WOOLWORTH COMPANY, a 
corporation. 


13. American has been informed by certain of said 


corporations and/or their transfer agents that they will look to 
American to hoid them harmless in said action as a result of 
American having placed its "signature guaranteed" stamp on the 
securities in question, each of which was sold through Baroff 
and cleared through American. Anmnexed hereto as Exhibits D 
through I are letters received by American from or on behalf 

of certain of the above named corporations and/or their transfer 
agents setting forth their claims against American as a result 


of the forgeries. 
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Cis, On August 30, 1974 American paid the sum of $180,449.58 
in settlement of Mrs. Corey's claim with respect to the transfer 
of her securities.) 
15. In connection with the operation of its business 
Baroff obtained a Brokers’ Blanket Bond (No. S 623572) from the 


Insurance Company of North America (hereafter "INA"), a copy of 


which is annexed hereto as Exhibit J. (upon information and belief 


said Bond was issued and/or delivered within the State of New York. 


- 


16. Losses covered by the Bond include the following: 
DISHONESTY 


(A) Loss through any dishonesty or fraudulent 
act of any of the Emplovees, committed anywhere 
and whether committed directly or by collusion 
with others, including loss of Property through 
any such act of any of the Employees. 


xe of * 


FORGERY OR ALTERATION 


(d) Loss through forgery as to a signature, 
or alteration of, or in any bills of exchange, 
checks, drafts, acceptances, certificates of de- 
posit or other written orders or directions to 
pay sums certain in money, due bills, money 
orders, warrants, orders upon public treasuries, 
letters of ¢redit, written instructions or ad- 
vices which are directed to the Insured and 
authorize or acknowledge the transfer, payment, 
delivery or receipt of any funds or Property and 
bear the forged signature of, or have been 


© 


altered without the consent of any customer, 
stockbroker, banker or other financial institu- 
tion, withdrawal orders or receipts for the 
withdrawal of funds or Property, or receipts or 
certificates of deposit for Property and bearing 
the name of the Insured as issuer, excluding, 
however, coupon and serial notes, bonds, script, 
debentures and obligutions of a similar nature, 
whether registered or unregistered, and coupons 
—attached thereto or detached therefrom. 


Any check or draft (a) made payable to 
a fictitious payee and endorsed in the name of 
such fictitious payee or (b) procured in a face 
to face transaction with the maker or drawer 
thereof or with one acting as agent of such 
maker of drawer by anyone impersonating another 
and made or drawn payable to the one so imper- 
sonated and endorsed by anyone other than the one 
impersonated, shall be deemed to be forged as to 
such endorsement. 


Mechanically reproduced facsimile sig- 
natures are treated the same as handwritten 
signatures. 


SECURITIES FORGERY 


(E) Loss sustained by the Insured, includ- 
ing loss sustained by reason of liability 
imposed on the Insured by law or by the consti- 
tution, rules or regulations of any Stock 
Exchange of which the Insured is a member or 
which would have been imposed on the Insured if 
the Insured had been a member thereof, through 
h ving, in good faith atid in the ordinary course 
of business, whether for its own account’ or for 
the account of others, in any representative, 
fiduciary, agency or anv other capacity, either 
gratitiously or otherwise, purchased or other- 
wise acquired, accepted or received, or sold or 
delivered or given any value, extended any credit 
or assumed any liability, on the faith of, or 
otherwise acted upon any securities or other 


documents of title which prove to have been 
raised or otherwise altered, or lost or stolen, 
or on which the signature of any person signing 
in any capacity proves to have been counter- 
feited or forged, or through having, in good 
faith and in the ordinary course of business, 
guaranteed in writing or witnessed any signatures, 
whether for valuable consideration or not and 
whether or not such guaranteeing or witnessing is 
ultra vires the Insured, upon any transfers, 
assignments, bills of sale, powers of attorney, 
guarantees, endorsements or other documents upon 
or in connection with any securities or other 
documents of title and which pass or purport to 
pass title to such securities or other documents 
o% title: EXCLUDING, however, in any event, anv 
loss as specified in insuring Clause (D); 


Mechanically reproduced facsimile 
signatures are treated the same as handwritten 
signatures. : 
17. Upon information and belief a man named Donald A. 
Geel, employed by Baroff as a registered representative, aided and 
abetted in the wrongful sale and transfer of “rs. Corey's securities. 
(See copy of a letter dated February 13, 1974 of Postal Inspector 


S. N. MceKusick annexed hereto as Exhibit ee 


Ls. (ay virtue of the foregoing and by virtue of the 


ertinent provisions of the Uniform Commercial Code,) Baroff is 


liable to American as a matter of law since it muaranteed the forged 
Signatures of Esther I. Corey. 


19. By letter dated April 2, 1974, INA advised that 


it would be willing to pay $100,000, the maximum coverage under 
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the Bond, in connection — Mrs. Corey's claim upon the Trustee 
filing a proof of claim under the policy. A copy of that letter 
is annexed as Exhibit L. 

20. Said insurance proceeds would belong to American 


by virtue of its claim against Baroff relating to Baroff's 


guarantee of Mrs. Corey's signature (and by virtue of the pertinent 


provisions of the Insurance Laws of the State of “Mew York. 

21. Upon information and belief Baroff is insolvent. The 
assets of Baroff's estate are insufficient to even partially satisfy 
American's claim. 

22. Despite Baroff's liability to American by 
virtue of its guarantee of Mrs. Corey's endorsements and 
Baroff's inso’vency, the Trustee refuses to file any claim 
with INA, as a result of which American will be irreparably 
insured in that Baroff's estate will be unable to pene ee 
American for any loss it incurs as a result of the Corey 


transactions: 


23. American has no adequate remedy at law. 


WHEREFORE, American demands judgment directing 
Edward S. Davis, as Trustee to file a claim under the debtor's 


Brokers' Blanket Bond together with such other relief as may 


o 


! 


be proper plus the costs and disbursements of this action. 


REAVIS & HM 


By 
Stephen R. Steinberg 
A Member of the Firm 
Attorneys for Plaintiff, 
American Bank & Trust Company 
l Chase Manhattan Plaza 


New York, New York 10005 


Exhibit 


(Proof of Claim and Statement) 


Annexed to Amended Supplemental Complaint 


Exhibit A to L 


Annexed to Original Complaint 


Printed Herein Pages 19a to 207a 


Soutnenn Disrucr or New Yous 


Secunmt = ND Excitance Costsussion, 
Plaintiff; 


Civil Action 
Secuuties [Nvestor Prom:crion Convonatiox, 
Applicant, File No. DiueEerss, 


Wat aw 
Ve 72 Civ. 60 


F. O. Banorr Comrany, INc., 
Defendant. 


PROOF OF CLAIM BY CORPORATION 

Stare orNew Yor?) P 
County ofrNew \Or44 
BERBERT MARDOS.........., 6f No. . 94> 26 | : 5 Park, Lane. South, 
in the County of ..*© ; State of 

1. That he is ‘theViee-Pres ident American Bank: &.Trust .Co.a corporation 
organized and existing under the laws of the State of . aoe , and carrying on 
business at No. 70 Wall Street . Street, in , County of 

ew . Kors , tate: Of 3... 3 aad: is an ele he make this 
proof of claim on its behalf. 

2 That F. O. Bare Company, Ine., the above-natned defendant, was at and before January 6, 
1972 and still is, justly and truly indebted [or liable] to this corporation in the sum of see, attached 
dollars. 


4, That no part of the debt [or liability] has been me except 
see. attached. statement 


6. That the corporation does not hold, and has not, nor has any person by its order, or to the 
knowledye or belicf of the Heats ence for its usc, hacl or received, any security or securities for 
the debt [or liability] except ttached. statement 


7 {If the debt or liability is founded upon an instrument of writing] That the instrument upon 
which the debt [or Hability) is founded is attacked hercto [or is lost or destroyed, as set forth iu the 
affidavit attached hereto]. see attached statement 

§ [JF the debt is founded upon an opeh account] That the debt was Kerauille- bernie duc on 
wanuary,6,. 1972 ..:....... ssesnrtabeomes cesses 
that no uste er other negotiable instrizaent has been panes pa such account or a part thereof 
Srexthsstotbesedevadessaxtes morssccdestaieieode ase seond shacnhdgduedzseaeetoccl tases sachs 


and (hat no judgment his been rendered thereon, Begs 


Dated at Rew, Yorks. Ne s..5., 


tes 
at pm 


eo Fe : te aioe 
Seas “president. ~7:.. "of the Corporation. 


There arc siete} s for presenting freuduleat clains 


oe meen ame ene ee 


ANY GLAM YOUCMAY TIAN AS) x eda R-DEALER OR AS A CUSTOMER OF PF. 
VBAROVP CONIVANYS ESC. SHOUCIIF NOT BE MH. 1: ON TIS POMS BITE SHOU aale 
PILUDOON TIS APEPROMCTIMI LOuM me BROKERADEALERS OR FOR CUSTOMS, 
WIECH YOMT SUAY COR SIN PROS TINE TRUSTEE. , . 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT Or NEW YORK 
es eo as ae ow a nh ee a ee ae ee ae am ee ee ee ae ean ew a em YE 
SECURITIZS AND EXCHANGE COMMISSION, 
j Plaintizé; 


SECURITIES INVESTOR PROTECTION CORPCRATION, 
Applicant, 
Civil Action 


Ve : Pile No.. 72 Civ. 60 


F. 0. BAROFF COMPANY, INC., 


Defendant, 


eee Se eters ae A eas ae SORE aD ame aD aD eA NT SERS Gs a ND SE SE ON a ee cane em am SE 


STATEMENT ATTACEED TO AND MADE PART CF PROOF 
OF CLAIM OF AMERICAN SANK & TRUST COMPANY 


ALL CLAIMS ARE SUBMITTED EERELY WITHOUT PREJUDICE 
TO, AND RESERVING ALL RIGHTS CF, CLAIMANT, AMCAICAM 
BANK & TRUST COMPANY, AS A SECURED CREDITOR AND I 
AND TO ALL PROPERTY HELD SY CLAIMANT AS SECURITY FOR 
THE OBLIGATIONS OF F.O. BAROFF COMPANY, INC. TO 
CLAIMANT. : 


CLAIMANT RESERVES THE RIGHT TO AMEND ‘THIS PRCOF OF 
CLAIM. 


omni 


present until after liquidation of the collateral held sy Claires 


the determination of the contingent liability of 


Inc. fhereinafter “Baroff") under claims Nos. 4, 5 and 6 and the 


Getermination of the liability of Barofi under Claim No. 7. The 


amount of this proof of claim will be reduced upon recsipt by 
Claimant of the procecds of the collateral. 
Statement with reso to Paracdrach to. 3 of 


Claim Ho. 1 


1.) Por $95,370.75 (plus interest representing balance due 


for lo2zns and advances made to Baroff from February 3, 1979 to Jen: 


G, 19725 
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Claim Mo. 2 
2. For $137,602.56 plus interest representing balance cue 


for loans and advances made to Paros against deliveries of steck 


and issuance of clearance checks to other brokers from February 3, 


1970 to January 6, 1972. 
Claim No. 3 
3. For $27,722.35 plus interest representing overdra=t 
in checking account of Baroff with the Claimant. 
Claim No. 4 
4s. For $22,513.35 interest and expenses, 
disbursements relating thereto in the event that the Claiman 
liable upon an official check issued by Claimant at Sarofti's request 
in said sum cn January 3, 1972 to cne Edward geetiies in payment of 


an alleged obligntion of Baroff to said Seward Gottlieb, cayment o 
which check has been stopped. Said Edward Gottlieb has commenesd an 
action against Claimant in the Supreme Court of the Stataof New Yor!: 
county of New York. 

5. Por $25,000 should the Trustee prevail in 2 proceeding 
commenced for the turnover to it of said amount which was received 
by Claimant from the collection of a promissory note of 
Charney endorsed and payable to Baroft and Gelivezed to 
by Baroff. 

Claim No. 6 
6. All logs, Liability and damage which may be incurred 


by Claimant by reason of certain transacticns involving cne Esthes 


=2< 


& 


ae” 


ao 
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I. Corey, as follows: Said Esther I. Corey claims that on or about 
April 29, 1971 certain certificates of stock owned byher were stolen 
and that the endorsements of her name forged thereon. The signatusces 
of Esther I. Corcy on said certificates were guaranteed by darcff. 
Thereafter Claimant at Baroffts request placed its “signature 
guaranteed" stamp on each of said certificates. Certain of said 
certificates were sold through Barofs. 

In connection with aid transactions, checks of Saroff in 
“the total sum of $270,352.35 drawn by Baroff upon Claimant in 
and August, 1971 and made payable at Sarofé's instructions to 
I. Corey ware paid by Clainant in relience upon endorsements o 
I. Corey, now claimed to be forged. 

While Claimant denies that it has any liability t 
I. Corey, Baroff will be liable sieu 08 thaleane if Claieant 
liable to her. In cennection therewith Claimant asserts that 2a 
is liable as a matter of law and by reason of its Loan end Collaters 
Security Agreement and also because it ached improperly and neglig 
and failed to take such reasonable st2p3 as would have enabled 
prevent the loss and that gacodé failed "to know" end identity 
custorsr. 

The exact amount of the loss, liability or damage whica 
Claimant may suffer by reason of the foregoing, it if is held lLisdi:, 
is not presently known but is estimated to be approximately $300,ccc.00 
including principal, interest and dividends allegedly not received oy 
Esther I. Corey on the securities above descritsd. 

In connection with the foregoing and in addition to its 


other rights and remedies, and without prejudice thereto, Claimsn= 


3- 
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asserts a right of equitable subrogation to all rights of Sarofs 
in the premises including but not Linited to sights egainss the 
recipients of the funds and the endorsing kanks cn any ef she 
echee'ts and in and to such insurance policies and csverages as Saratt 
may have. 
Claimant specifically reserves the sight to amend this 
of claims of forgss 


mado upon it. 


7. All costs, exbens 
Claimant in enforcing the obligations 
accordance with the terms of the Loan 
Agreement dated January 9, 1970, copy of which is annexs 


Staterent with rresest 


The follcewing ments. have coen received and 


collateral is held by Claimant on account of tha c 
Claimant: 

$94,191.19 colleetesed from other brokers on outstancine 
Grafts; 


$7,000 represent Ee \s Jcarance Account 


$225.56 representing 2 crsd 
$25,000.00 Seccived fron 
note of one Leon Charney payable to Barct nd endorsed and cclivgered 
to Clainant by Sarofts. 
(e) $205,319.84 plus interest held by 


as escrowee pursuant to orders cf thi 


-~4- 
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Trustce resulting from the sale of certain shares of stock originally 


helé co colle by the Claiarant: 


(£) 5,000 shares Jama Producticns 
Statenert with eesvoct to Parzqrarh No. 7 

Baroff entered into a Loan and Collateral Security Agree- 
ment with Claimant dated January 9, 1970, copy of which is annemed 
-hereto. Beroff's liability and Claimant's rights as a secured 


creditor are based in part theveon. 


LOAN AND COLLATERAL SECURITY AGREEMENT 


In consideration of loans and/or other financial sccommodations heretofore given of extended, or to te civen or extended. 
or continued, to the undersigned by AD ERICAN DANK &@ TRUST COMPANY (hereinafter called the “Iiunk"), including the 
acceptance by the Bank or any of its correspondents of any d:alt or drafts drawn on the Bank or on any of its correnpondents 
‘vy the undersigned or by persons desicwated in writing by the undersicned te the Bank for that purpose nnd also including any 

or advances by the Bank to the undersigned in connection with any item or items received by the Bank or by any of 
its correspondents for collection, the undersigned hereby agrees that the Kank shall have all of the rights gives herein agninat 
the undersigned in addition to those given by law or by any other agreement or document: 


1. All of the undersigned’s places of business are in the same county as the undersigned’s place of iness appearin 
after the undersigned’s signature hereto except (Not applicable ta individuals) whens 7 . 


——office at_26 Linden Ave Springfield New Jersey, said office ta bo closed on 
moments, SC Fcc sats gcse cecoepeelcssotoactaceapaniaesnap ecstseaeban dia fe s 

2 The term “Liabilities” as herein used shall include all indebtedness, obligations liabilities of amy kind of the under- 
esened to the Bank and also to others to the extent of their participations granted, «> int. rests there's crested, or acquired [oe them, 
by the Bank, now or licrealter existing, or herealter arising, ineiuding all futuer advances, obligat as, liabilities and indebtedness 
arising directly Letween the undersigned aad the [bank, or acquired ontright. com iiionaily of as ec! ateral security from another, by 
the Bank, whether absolute or contingent, joint or several, secured of unsecured, ¢ « of not due, ¢ rect ce indirect. including, withe 
out limiting the generality of the foregoing. liabilities to the Bank of the undersigned ex a member of any partnership, syndicate, 
association o¢ other group, and whether heretofore or hereafter incurred o¢ given by the andersigned as principol, surety, endorser, 
guarantor of otherwise. 


3. The term “Security” as herein used shall include the balance of every account. now or hereafter existing, of the undersianed 
with the Bank, and/or any individuals, partnerships, of corporations acting. 38 nominee for o¢ on belialf of the Dank and/or any 
subsidiary or entity controlled by, of affiliated with, the Bank (lereinaiter eniled “Associates™). and all claims of the undersiened 
against the Bank o¢ its Associates, all money, negotiuble instruments, commercial paper, chattel paper, notes, bonds, stock, credits, 
choses in action, documents of title, instrument», claims. demands or any interest in any thereof and any other property, rights and 
interests of the undersigned o¢ any evidence thereol. which are now of at any time shail be delivered to or otherwise come into the 
possession or custody or ander the control of the Bank or its Associates lor any purpose. The Bank shail be deemed to have 
possession, control or custody of any of the Security in transit to o¢ set apart for it or its Associates. 


4. As security for any and all the Liabilities, including without limitation ail futuresadvances, the undersiened hereby pledges 
to the Bank all Security capable of pledze and sells, assigns and transfers to the Bank, and/or: gives it 3 present security interest in 
and right of set-off acainst *li the right. title and interest of the undersigned in and to any thereof incapable of pledce or inadequaiely 
pledged, ‘such pledge and/or sale, assignment, transfer and/or lien being made foe he protection and security of the Bank and/or 
any others (but in such proportions as the Gank may determine if heid for the beneiit of more than ene, such determination of the 
Benk to be conclusive) having porticipations o¢ interests in the Liabilities as aforesaid. 

&. The right is expressiy granted to the Sank, at its discretion, to tile one or more financing statements without the sic- 
nature of the undersimned under the Uniform Commercial Code naming the undersigned as debtor and the Bank as secured 
party and indicatiny thercin the types or describing the items of Security herein specified. The undersigned will execute any 
additional notices, atiidavits or other decuments as the Bank may deem necessary to protect its security interest. The under- 
signed hereby agrees to pay on demand and/or authorizes the Dank to cherge its account with the cost of any and ail tiling 
fees and costs which the Bank dcems it necessary to incur to protect its interest in the Security. Without the prior written 
consent of the Sank, tne undersiened will not file or authorize or permit to be filed in any jurisdiction any such financing or 
like statement in which the Bank is not narmed as the sole sceured party. With respect to the Security, or any part thereof, 
which at any time shall come into possession or custody or under the control of the Bank or any of its agents, Associates or 
correspondents, for any purpose, the mht is exr-- ~ranted to the Dank, at its discretion, to transfer to or remister in the 
name of itself or its nominee any of the Sccurity, « 2r oF not so transferred, to receive the income and dividends thereon, 
including stock dividends and rights to subscribe, hoid the same as a part of the Security and/or apply the 3ame as 
hereinaiter provided; to exchange any of tne Secu , for other property upon any reorganization, recapitalization, or other 
readjustment and in connection therewith to deposit any of the Security with any committee or ccpositary upon such terms as 
it may determine; to vote the Security and to exercise or cause its nominee to exercise all or any powers with respect -hereto 
with the same force and eifect as an absoicte owner thercof; ail without notice and without lisbuity exeept to account for prope 
erty actusiiy received by it. The Bank shail exercise reasonable enre in the custocy and preservation of any and ail Seeurit7 
in its possession, to the extent required by applicable statute; and snail be deemed to have exercised reasonabie care if it takes 
such action for that purpose as the undersigned shail reasonaoly request in writing; but no omission to do any act not requested 
shall be deemed a failure to exercise reasonaoie carc, and no omission to compiy with any request of the undersigned shail of 
itself be dcemed a failure to exercise reasonable care. Any right of set-oif exercised by the Bank shail be deemed to have been 
exercised immediately on the occurrence of an event of defauit as hereinafter defined, even though such set-off is made or 
entered on the books of the Dank subsequent thereto. 


6. The Bank in its diseretion may, whether or not any of the Liabilities be due, in its name or in the name o! the under- 
signed or otherwise, demand, sue for, collect or receive any money or property at any time payable or reccivabic on account of 
or in exchance for, or make any compromise or settlement deemed desirable with respect to any of the Sceurity, dut shail be 
under no oblij-ation so to do, or the Kank may extend the time of payment, arrange for payment ‘n instollinents, or otherwise 
modify the terms of, or reicase, any of the Security, without thereby incurring responsibiiity to, or discharzing or otherwise 
affceting any liability of, the undersigned. The Bank shall not be required to take any steps to preserve any rights agninst prior 
parties to any of the Security. Upon defuuit hereunder or in connection with uny of the Liabilities (whether such default be 
that of the undersigned or of any other party thereon), the undersiened shail, at the request of the Bask, assemble the Security 
at such plnce or places as the Bank designates in its request. In addition to any other rights granted by law the lank shall have 
the rirhts and remedies with respect ta the Sceurity of a secured party under the Uniform Commercial Code (whether or not 
the Code is in effect in the jurisdiction where the rights and remeaies are asserted). In addition, with respect to the Security, 
or any part thereof, which shall then be or shail thereafter come into the possession or custody ot the Bank, or any of its Acents. 
Associates or correspondents, the Bank may sell or cause to ve sold in the Borouch of Manhattan, New York City, or elsewhere, 
in one or more sales or parcels, at such price as the Bank may deem best, and for cash cr on credit or for future delivery, 
without assumption of any credit risk, all or any of the Security, at any broker’s board or at pubiic or private sale, without 
demand of performance or notice of intention to sell or of time or place of sale (except such notice as is required by applicabie 
statute and cannot be waived), and the purchaser of any or all of the Sccurity so sold shall therenfter hold the same absoiutely, 
free from any cinim or right of whatsoever kind, inciudine any equ.ty ot redempuon, of the undersigned, any such demand, 
notien or right and equity beins hereoy expressiy waived and released. Uniess the Sceurity is perishadle or threatens to deciine 
speedily in value or is of a type sold on a recognized market, the Bank will give the undersigned, reasonable notice of the time 
and place of any public sale thereof, or of the time after which any private sale or other intended disposition is to be made. 
Any requirements of reasonable notice shail be met if such notice is mailed, postage prepaid, to the undersicned at the address 
given below, at least five days before the time of the sale or disposition. The Bank may, in its own name, or in the name of any 
designee, buy at any public sale and if the Security is of a type sold in a recognized market, or is of a type which is the subject 
of widely distributed standard price quotations, buy at private sale. The undersigned will pay to the Bank all expenses (includ. 
ing attorneys’ feez) of, or incident to, the enforcement of any of the provisions hereof or of any of the Liabilities, or any actual 
or attempted sale, or any exchanre, enforcement, collection, compromise or settlement of any of the Security of receipt of the 
proceeds thereof, and for the cure of the Security and defending or axserting the rights and elainis a the Bank in respect thereof 
by litigation of otherwixe, including expense of insurance: and ail such expenses shall be Liablitics within the terms of this 
agreement. Attorneys’ fees as used in this agreement shall be defined as 15% of the Liabilities due and owing to the Rank nt 
the time the matter is referred to the said attorneys, or the reasonable v. lue of the services of the attorneys, whichever is 
greater. The lank, at any time, at its option, may apply ail or any net cash reccipts from the Security to the payment of prin- 
cipal of and/or interest in whole or in part on any or all o€ the Liabilities, whether or not then due, applying or reapplying, or 
distributing or allocating the same as it shail elect, making proper rebate of interest or discount. Notwithstanding that the 
Bank, whether in its own behalf and/or in benalf of another or others, may continue to hold Security and rerardiess of the vaiue 
thereof, the undersigned shail be and remain linble for tne payment in fuil, principal and interest, of any balance of the 
Liabilities and expenses at any time unpaid. If any liabilities shall be contincent, the Bank may retain suilicient of such pro- 
ceads to cover the largest acrrerate sum which may become due or owing thereunder with prospective interest, costs, expenses 

- and attorneys’ fces and shall not be charred with any intcrest with respect thereto. 


7. Upon demand from the Bank at any time or times that the undersicned is liable to the Bank, the undersigned shall 
‘ assign, transfer or deliver to the Bank additional Security of a value and character satisfactery to the Bank or make such pay- 
ment on account of Liabilities as the Bank may require. 


Aay or all of the Liabilities of the undersicned, to the Bank shall, at the option of the Bank and notwithstanding any 

time or credit allowed by any instrument evidencing a Liability, be immediately due and payable without notice or demand upon 
- the oreurrence of any of the following events of default: (a) default in the payment or performance, when due or payable, of 
any Liabilities of the undersigned, or of any maker, drawer, acceptur, endorscr, guarantor, surety, accommodation party or 
conartnershi> of which the undersigned is a member, or other person liable for any Liabilities of the umicrsicned to the Bank ; 
(b) faiiure of the undersigned to pay when due any tax or any Premium on any life insurance policy assiened to the Bank as 
collateral; (ce) the maxing by the undersigned of any misrepresentation to the Rank for the purpose of obtaining eredit or an 
extension of credit; (d) failure of the undersigned to furnish forthwith on demand by the Bank financial information or to 
permit the inspection of bouks or records; (c) if any proceeding, procedure, or remedy suppiementary to or in enforcement of 
judgment er any writ or order of attachment or carnishment is issucd, made, resorted to or commenced acainst, or with respect 
to, any property of the undersigned, or any maker, drawer, accepwe, endorser, surety, guarantor, accommodation Arty, OF CO» 
partnership of which the undersigned is a member, or other person liable upon or for any of the Liabilities or Securnty; (f) 
caliing of a meeting of creditors, appointment of & committee of credilors or liquidating agents, or offering of a composition 


« OF extension to creditors by, for ov uf the undersigned; (s) insolvency of the undersigned or any maker, drawer, acceptor, 
endorser, surety, evariater, accon:-odation Pasty or other person. liable upon or for any of the Lishilisics oe Security; “{n- 
scivency” of the uncersigns:! or any other person means that there shall have occurred with respcet to that person one or mure 
of tho followiny events: Se uding death of a member of a copartnership of which the undersi:ned is a memuer; 
dissolutien; termination wf ext insolvency; business failure; adoption of any resolusion for dissolution or liqui+ 
dation: ppointmsai of « re: Of Sy part of the preperty of; assignment for the benefit of ercditors br; or the fline of 
& petition in bankruptcy ov the comrsencement of acy proceedings under any bankruptcy or insoivency laws, ve any iows 
relating :o the relicf of debtors, readjustment of indebtedness, reorganization, composition or extension, by of axainct, creh 

reson; (h) suspension of the usual busines: ¢: the undersigned, or of any copartnersaip of which the Undevsiqned isa meme 

F, oF the taking possession of a substantin. % & the undersigned’s property by any Governmental authority of court at 
the instance thereod; /() such a change in ie condstivn of affairs (financial or otherwise) of the undersigacd or of any mal.cr, 
drawer, acenptor, Ruaractur, surety, accommodation parity or copartnership of which the undersigned is 2 momier, or ctiier 
persona liable tor any Liability of the undersigned, as iu the opinion of the Bank impairs the Bank's Sceurity or incruases its 
risk; (j) any Liabilities of tae undersigned or of any such copartnership, maker, drawer, acceptor, endorser, juarantor, surety, 
accommodation party or other person for borrowed moncy, beceme due and payabie by accclerazion of Maturity thercot; (kk) 
failure of the undersigned to abserve or perform any of the undersicned’s other obligations hereunder or of any other apree- 
tment, Liability or obligation te ov with the Bank; (1) assiguvent of encumbrancing the collateral or an equity thereia witout 
the express writtes songant of the Bank. 

8 In any litigation or legal proceedings arising cut of, or relating to, this agreement or any other indebtedness, liabilie 
ties or obligstic.ss created herein or related thereto, in which the Bank and any of the undersigned shuil be adverse paitics, 
the undersigned waives the right to interpose any defense, setodl or counterclaim of any kind not directly arising ticrescum 
and also waives the right to a trial by jury. : 

9% Tf in its sole tiscration the Bank deams it desis , it may remove any security held by it or its agents froma the 

¢ Gf SOUR’ se otaee governmental subdivision in which it may now or hereafter be held or deposited ta any place 
which it desiguzies und there ceal with it as berein providai, 

. 10. The Bank may vely on this agreartust until such time as an officer of the Bank responsible therefore actually phys 
sically teceives notice {ror the undersigned oy isiceed mail advertising it of the desire of the undersigned to terminate this 
agreement, which teriminatior, and notice the $ vs in any manner or form affect any rich:a given to the Bank herem or 
any loans or advances theretofore made by any indebtedness, obligations, or liadilities theretofore incucred by the 
undersigned whether then due or payable, rt become due “re payable. 


11. Lf the time for payment of priv: av interest or any other money payable hereunder is exterded because said Sura 
3 due oa a Saturday, Sunday sr yes holliday, interest shall be payable for such extended time. 


12, The Sank may, but shall roc be odlicacad to, contest, pay and/or discharge 4ll liens, encumbrances, tases ee arcrsse 
ments on, or claims, actions oz demands against, any of the Secunty without notice to, or the -ccasent of, vie unvocas seed aad 
ta take all actions and proceedings in its name or in the name of she undersigned or of any other appropriate person to reniove 
or contest such liens, encumoranccs, claims, actions, demands, taxes or asscssments and ail gums advanced or paid by the Kank 
end al! costs, attorneys’ fees and expeases relating thereto shail be Liadilities hereunder. 


13. The Bank shall not be deemed to have modified, discharged, terminated, or wa ed any of its richts hereunder or 
any terms, provisions or conditions hereof unless such modification, termination, discharge or waiear is in writing and sizncd 
by its duly authorized oficers or agents. No such waiver, moditication, discharge or termination, uniess so expressly scatcd 
therein, shall be effective as to any transaction whica occurs sudsequent to the date of such waiver or modincation nor tw any 
continuance of any such waiver or modification. 


14. The Bank may assign, transfer and/or deliver to any transferee of any of the Liabilities any or ail the Sccucity, and 
thereafter shall be fully discharged from ail responsivilicy with respect to the Sccurity so assiened, transferred «and/or 
delivered. Such transferee shall be vested with ail the powers and rignts of the Bank hereunder with respect to suck: Securicy, 
but the Zank shall retain all rights and powers hereby given with respect to any of tho Security sot so assizned oc trausferred. 
No delay on the part of the Bank in exercising any power or right Acreunder snail operate as a waiver taercof; nor snail any 
single or partial exercise of any power or right hercunder preciude other or further exercise thereof or the exercise of ay 
other power or right. All rights and remedies of the Bank on Liabilities or Security, wacther evicenced uereby or ny any utncr 
instrument or papers, shail be cumulative and may be exercised sinzularly or concurrently. The undersigned nerevy waives 
presentment, notice or dishonor and protest of all instruments iaciuded in or evidencing the Liabilizies or tive security and except 
as speciGed herein, any oad all other notices and demands whatsoever, waether or not relatisg to such instruments. 


15. The undersigned agrees to make available to the Bank and to its accountants, attorneys or other authorized agents or 
representatives for examination and reproduction all of the undersizned’s books of account, records, dccuments, accountancs’ 
reports, and any other written matter relevant to the financial conaition of the undersigned ana to answer Zorthwich ail tha 
Bazk’s written or oral inquiries with respect thereto. 

16. The undersigned will, at ail times now and hereafter, indemnify and save the Bank sarmicss from and againsé all loss 
or damace to it arising in connection with this agreement and against ail claims, liabilities, demands, actions or suits, wiether 
groundicss or otherwise, and all liabilities, payments, costs, charges and expenses including attorneys’ fees incurred oy the Lank 
\m respect thereof. 


1%. If any term, condition or provision of this agreement or of any other agreement or document executed and/or delivered 
to the Bank is determined to de invalid or unenforceable, such determination shail not atfect the validity or enzorcenbility of 
any other term, condition or provision of this agreement. 


18 Any demand upon or notice to the undersigned that the Bank «“y elect to give shall be effective if derssited in tie 
mails or delivered to a telegraph, wireless or radio company addressed to the undersigned at the acdress shown at the end of this 
agreement, cr if the undersigned has notified the Bank in writing of a-chancge of address, to the undersigned’s last address 30 
notified. Demands or notices addressed to the undersigned’s adaress at which the Bank customarily communicates with the 
undersigned shall also be eifective. 


19. Unless otherwise agrecd, loans. advance or credits heretofore or hereafter obtained from or through the Banks by the 
undersigned shail be repayaodle ac any otfice of the Bani in the City of New York upon demand and shail bear interest at the 
rate of six per cent (6%) per annum. Upon a default in the payment of aay Liability, any unpaid balance remaining shail bear 
interest at the rate of 10% por annum, provided, however, taat if suca rate be not lawful with respect to the undersipmed, such 
rate shall be 6% per annum. 

20. Tne tenn “Bank” as used throughout this instrument shall be deemed to include American Bank & Trust Company, 

* its branches wherever located. ” 

The provisions hereof shail apply with like effect to all Secrity and Liabilities furnished by the undersigned to the 
* Liabilities in connection with or arising out of transactions entered into for the account of or for the benetit of 

-f of the undersigned. ee i 
2. The undersigned if more than ong, shall be jointly and severally liable hereunder and all provisions nereal resarding 
th abilities or Security of the undersigned shail apply to any Liability or any Security of any or wii of them. This aireen:zne 
shal. be bindin, upon the heirs, executors, cdministrators, assigns or successors of the undersigned; shail constituca 4 continue 
ing agreerncnz, apply to all future as well as existing transactions, whether or not of the charscter contemplated af the wate 
of this s¢reement, and if all transactions between the Bank and the undersigned shall be at any time closed, shail Ge equaily 
applicable to any new transactions thereafter; shall su continue in force notwithstanding any chonge in any Parthersnip party 
hereto, whether such change occurs through deatn, retirement or otherwise. If the undersigned is a corporation this 2ereement 
shall be binding upon any other corporation inte or with which the undersigned shall have been merged, consoidsaced, Teor 
ganized or absorbed. If the-undersigned is a partnership, the mambers thereof shail also be individually bound and lable 
hereunder, Excepe as otherwise provided all terms used herein which are detined in the Uniform Commercial Ca.te shall bave 
tha meanings therein stated. [f this agreement shall difer in terms with any other agreement or obligation or Liability of the 

undersigned to or with tha Bank, that which gives the Bank the greater right shall prevail, 


23. This agreement shall take effect immediately upon execution by tha undersigned, and the execution herewt by the Rank 
shall not be required a9 a condition to the etfectiveness of this agreement. The provision for exccution by the Bank is only for 
purposes of filing this agreernent a8 a Security agreement under the Uniform Commerciai Code, if such execution hereof is 
revutred for purposcs of such filing. 

24. This agreement shall be interpreted, snd all the rights and obligations arising hereunder or from any document 
related thereto shall be determined, in accordance with the laws of the State of New Yori. 


x 7 f APY _ye a 
Disied boris inl on Beier regione or eae S24-2970 (Corporations or Partnerships sign beluw) 
woo EnQe BADOPE COMPANY TO 


(Name of Corporation or Partnership) 


9 harp . fe rz 
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Lf (Address ~ 
By: 4 (i Mg AA we hb al, 
yi : 
(Address) 
American Bank & Trust Company 


By: : 
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Exhibit B 


(Affidavits of Esther I. Corey and Stock Certificates) 


Ammexed to Amended Supplemental Complaint 


~~ 


AFFIDAVIT OF FORGERY ~ 
COMMONWEALTH OF PENNSYLVANIA ) 
COUNTY OF ALLEGHENY sa 

I, ESTHER 2. COREY, being duly sworn, deposes and says: 

l. That I reside at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resided at that address for 
over forty years. 

2. That I am the sole and absolute legal and bene- 
ficial owner of the following stock certificates: 

Certificate Nos. No. of Shares 

AB 96914 81 

X 994553 10 

GU 270737 8 
totalling 99 shares of capital stock of AMERICAN TELEPHONE AND 
TELEGRAPH COMPANY, registered in the name of ESTHER I. COREY, both 
side photocopies of which are attached hereto and made a part 
hereof. 

3. That I did not sign my name to.any of the above 
certificates. 

4. That the signatures to the assignments of each of 
the said certificates is not mine, was not made or authorized by 
me, and is a forgery. 

5S. That I have not sold, assigned, transferred, 
delivered or hypothecated the said Certificates nor in any other 
way divested myself, or been divested, of the ownership of said 
certificates. 

6. That I have not received any benefit, value or 
consideration whatsoever from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 


dividends of record since the date of transfer of said certificates. 


ee Sige Fee AE 
(1.9 [titted Ss (CUWCELS 
OM es pee = f 
Se ee eine 
COMMONWEALTH OF PENNSYLVANIA ) 


1 Sigs 
COUNTY OF ALLEGHENY ) 


On thisx:” day of --...--, , 1972, before me a Notary 
Public, before me personally came ESTHER I. COREY, who stated the 
facts in the above Affidavit of Forgery were true, ind who signed 
the above Affidavit of Forgery in my presence. 


WORN to and sub 
before me this--— = 


Of yu ' 


My Commission Expires: 


Stock Certificate of American Telephone 


and Telegraph No. AB96914 for Eighty One 
shares registered in the mame of Esther 
I, Corey 


(Omitted ) 


Stock Certificate of American Telephone 
and Telegraph No. X994553 for Ten Shares 


registered in the name of Esther I. Corey 


(Omitted) 


Stock Certificate of American Telephone 


and Telegraph No. U270737 registered in 


the name of Esther I. Corey. 


(Omitted) 


Page No. 34 Intentionally Omitted 


AFFIDAVIT OF FORGERY 35a 


COMMONWEALTH OF PENNSYLVANIA 
COUNTY OF ALLEGHENY I uae 
I, MRS. ESTHER I. COREY, being duly sworn, deposes and says: 
l. That I reside at 6341 Monitor Street, Pittsburgh, Penn- 
Sylvania and have continuously resided at that address for over 
forty years. 
2. That I am the sole and absolute legal and beneficial 
owner of the following stock certificates: 
Certificate Nos. No. of Shares 
92120 100 
0227592 24 
0128809 20 
totaling 144 shares of common stock of ARMCO STEEL CORPORATION, 
registered in the name of MRS. ESTHER I. COREY, both side photo- 


copies of which are attached hereto and made a part hereof. 


3. That I did not sign My name to any of the above certifi- 


‘4. That the signatures to the assignments of aach of the 
said certificates is not mine, was not made or authorized by me, 
and is a forgery. 

5. That I have not sold, assigned, transferred, delivered or 
hypothecated the said certificates nor in any other way divested 
myself, or been divested, of the ownership of said certificates. 

6. That I have not received any benefit, value or consid- 
eration whatsoever from any sale, assignment, transfer, delivery or 
hypothecation thereof, and have lost and will lose dividends of 


record since the date of transfer of said certificates. 


COMMONWEALTH OF PENNSYLVANIA 


COUNTY OF ALLEGHENY 
iv- s : 

On this/) day of -~ 4, 1972, before me a Notary Public, 
before me personally came MRS. ESTHER I. COREY, who stated the 
facts in the above Affidavit of Forgery were true, and who signed 
the above Affidavit of Forgery in my Presence. 

ye 
ve f 2 
“2 pnE KA 
SWORN to and subscribed 
before me this /. “day 
of « 7 1872. 
Yaga | 


My Commission Expires: JANE 
Pittapuera, é 
ion ee 
Kort 23, 973 


Stock Certificate of Armco Steel Corporation 


No. Y 92120 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of Armco Steel Corporation 


No. Y 0227592 for 24 shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


40a Intentionally Omitted 


Stock Certificate of Armco Steel Corporation 


No. Y 0128809 for 20 Shares registered in the 


mame of Esther I. Corey. 


(OMITTED) 


a , . 

—s | | — 
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AFFIDAVIT OF FORGERY 


43a 


COMMONWEALTH OF PENNSYLVANIA 


X 
X Ss: 
I 


COUNTY OF ALLEGHENY 
I, MRS. ESTHER I. COREY, being duly sworn, deposes and says: 
1. That I reside at 6341 Monitor Street, Pittsburgh, Penn- 

sylvania and have continuously resided at that address for over 

forty years. 

2. That I am the sole and absolute legal and beneficial 

owner of the following stock certificates: 


Certificate Nos. No. of Shares 


411123 100 
411124 100 


totaling 200 shares of common stock of THE CHESAPEAKE AND OHIO 
RAILWAY COMPANY, registered in the name of MRS. ESTHER I. COREY, 
both side photocopies of which are attached hereto and made a part 
hereof. 


That I did not sign my name to any of the above certifi- 


That the signatures to the assignments of each of the 
said certificates is not mine, was not made or authorized by me, and 
is a forgery. 

5. That I have not sold, assigned, transferred, delivered 
or hypothecated the said certificates nor in any other way divested 
myself, or been divested, of the ownership of said certificates. 

6. That I have not received any benefit, value or consid- 
eration whatsoever from any sale, assignment, transfer, delivery 
or hypothecation thereof, and have lost and will lose dividends 


of record since the date of transfer of said certific 


COMMONWEALTH OF PENNSYLVANIA 
COUNTY OF ALLEGHENY 


ie \ 4 
On this /» day Of ees , 1972, before me a Notary Public, 
before me personally came MRS. ESTHER I. COREY, who stated the 
facts in the above Affidavit of Forgery were true, and who signed 
the above Affidavit of Forgery in my presence. 


SWORN to and subscribed 
befare me this /» “day 


of Siiky , 1972. 
Z / 


My Commission EXPiZ@S: 1... 


ittsauran + Yatary Pais 
DDL OteAY Chimney ps 
MMISsion ¢ + Panna, 
4pni 2 


Stock Certificate of Chesapeake and Ohio Railway 


Company No. 411123 for 100 shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of Chesapeake and Ohio Railway 


Company No. 411124 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 
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AFFIDAVIT OF FORGERY 


COMMONWEALTH OF PENNSYLVANIA ) 


) Ss: 4° 
COUNTY OF ALLEGHENY ) ‘i 


I, ESTHER I. COREY, being duly sworn, deposes and says: 

l. That I reside at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resided at that address for 
over forty years. 

2. That I am the sole and absolute legal and bene- 
ficial owner of the following stock certificates: 

Certificate Nos. No. of Shares 

N 282784 1090 

N 282785 160 

N 282786 100 
totalling 300 shares of common stock of E. I. DU PONT DE NEMOURS 
& COMPANY, registered in the name of ESLHER I. COREY, both side 
photocopies of which are attached hereto and made a part hereof. 

3. That I did not sign my name to any of the above 
certificates. 

4. That the signatures to the assignme:uts of each of 
the said certificates is not mine, was not made or authorized by 
me, and is a forgery. 

5. That I have not sold, assigned, transferred, 
delivered or hypothecated the said certificates nor in any other 
way divested myself, or been divested, of the ownership of said 
certificates. 

6. That I have not received any benefit, value or 
consideration whatsoever, from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 


dividends of record since the date of transfer of said certificates. 
—— . 


-—T- 
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COMMONWEALTH OF PENNSYLVANIA 
) Ss: 
COUNTY OF ALLEGHENY li} 


On this<: day of sn.-~, ,197¥ before me a Notary 
Public, before me personally came ESTHER I. COREY, who stated the 
facts in the above Affidavit of Forgery were true, and who signed 
the above Affidavit of Forgery in my presence. 


Ay, A, 
, “tay ite 
SWORN to and subscrib@y 4,” 
before me this ig fon M 
co} a 


A oem 


My Commission Expires: 


Stock Certificate of E. I. DuPont De Nemours & 


Company No. 282784 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of E. I. DuPont De Nemours & 


Company No. 282785 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of E. I. DuPont De Nemours & 


Company No. 282786 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


AFFIDAVIT OF FORGERY — 
’ ~ COMMONWEALTH OF PENNSYLVANIA Jj a 
COUNTY OF ALLEGHENY i 
I, ESTHER I. COREY, being duly sworn, deposes and says: 
l. That I resided at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resided at that address for 
over forty vears. 


2. That I am the sole and absolute legal and bene- 


ficial owner of the following stock certificates: 


Certificate Nos. No. of Shares Certificate Nos. No. of Shares 
ess Cortificate Nos pbc Shad 


97 006 100 WH 59 = 791 100 
97 007 100 59 = 792 100 
97 008 100 99 = 793 100 
97 009 100 59 - 794 100 
59 789 100. so = 795 100 
59 = 790 100 WG 174 = 005 35 


totalling 1135 shares of common stock of GENERAL MOTORS CORPORA- 
TION, registered in the name of ESTHER I. COREY, both side photo- 
copies of which are attached hereto and Made a part hereof. 

3. That I did not sign my name to any of the above 
certificates. 

4. That the signatures to the assignments of each of 
the said certificates is not mine, was not made or authorized by 
Me, and is a forgery. 

5S. That I have not sold, assigned, ransferred, 
delivered or hypothecated the said certificates nor in any other 
way divested myself, or been divested, of the ownership of said 
certificates. 

6. That I have not received any benefit, value or 
consideration whatsoever from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 
dividends of record since the date of transfer of said certificates. 


pe , Canis 

(2 pth ee Le Lees ef 
COMMONWEALTH OF PENNSYLVANIA ) 4 

)' Sas 
COUNTY OF ALLEGHENY J 
On this<- > day of --....-~-) , 1972, before me a Notary 
Public, before me personally came ESTHER I. COREY, who stated the 
facts in the above Affidavit of Forgery were true, and who signed 
the above Affidavit of Fongery in my presence. 
"by Ve 


my 6 


SWORN to and subscribed 
before me this... - 
OS ae Vey 1972. 


My Commission Expires: 


Stock Certificate of General Motors Corporation 


No. P 97-006 for 100 shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of General Motors Corporation 


No. P 97-007 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of General Motors Corporation 


No. P 97-008 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of General Motors Corporation 


No. P 97-009 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of General Motors Corporation 


No. WH 59-789 for 100 shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of General Motors Corporation 


No. WH 59-790 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of General Motors Corporation 


No. WH 59-791 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


70a-71la 


Stock Certificate of General Motors Corporation 


No. WH 59-792 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of General Motors Corporation 


No. WH 59-793 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


74a-75a 


Stock Certificate of General Motors Corporation 


No. WH 59-794 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of General Motors Corporation 


No. WH 59-795 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


78a-79a 


Stock Certificate of General Motors Corporation 


No. WG 174-005 for 35 Shares registered in the 


mame of Esther I. Corey. 


(OMITTED) 


AFFIDAVIT OF FORGERY 
COMMONWEALTH OF PENNSYLVANIA ) 
puss: 
COUNTY OF ALLEGHENY ) 


I, MRS. ESTHER I. COREY, being duly sworn, deposes and 


1. That I reside at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resided at that address for 
over forty years. 

2. That I am the sole and absolute legal and bene- 
ficial owner of the following stock certificates: 


Certificate Nos. No. of Shares Certificate Nos. No. of Shares 


340914 100 340917 100 

340915 100 340918 100 

340916 oy 100 340919 100 
totalling 600 shares of common stock of GENERAL ELECTRIC COMPANY, 
registered in the name of MRS. ESTHER I. COREY, both side photo- 
copies of which are attached hereto and made a part 

3. That I did not sign my name to any of 
certificates. 

4. That the signatures to the assignments of each of 
the said certificates is no mine, was not made or authorized by 
me, and is a forgery. 

5. That I have not sold, assigned, transferred, 
delivered or hypothecated the said certificates nor in any 
way divested myself, or been divested, of the ownership of 
certificates. 

6. That I have not received any benefit, value or 
consideration what. s.ever from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 


dividends of recoxd since the dats of transfer of said certificates. 


sy) 


Tue Lo 


COMMONWEALTH OF PENNSYLVANIA 


) 
ni 
) 


COUNTY OF ALLEGHENY 


On this-2: day of —-..---, , 1972, before me a Notary 
Public, before me personally came MRS. ESTHER I. COREY, who stated 
the facts in the abotavaffidavit of Forgery were true, and who 


-signed the above Affidd Le Ot Forgery in my presence. 
4, f ; 
&,, 


SWORN to and subscribed 
before me this:-.° day 
Of =, , 1972. 


My. Commission Expires: 


Stock Certificate of General Electric Company 


No. H 340914 for 100 Shares registered in the 


mame of Esther I. Corey. 


(OMITTED) 


83a-84a 


Stock Certificate of General Electric Company 


No. H 340915 for 100 Shares registered in the 


name of Esther [. Corey. 


(OMITTED ) 


85a-86a 


Stock Certificate of General Electric Company 
No. H 340916 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


87a-88a 


Stock Certificate of General Electric Company 


No. H 340917 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


89a-90a 


Stock Certificate of General Electric Company 


No. H 340918 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


9la-92a 


Stock Certificate of General Electric Company 


No. H 340919 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


AFFIDAVIT OF FORGERY 
COMMONWEALTH OF PENNSYLVANIA 93a 
COUNTY OF ALLEGHENY t vie 

I, MRS. ESTHER I. COREY, being duly sworn deposes and says: 

1. That I reside at 6341 Monitor Street, Pittsburgh, Penn- 
sylvania and have continuously resided at that address for over 
forty years. 

2. That I am the sole and absolute legal and beneficial 

of the following stock certificates: 

Certificate Nos. No. of Shares 

HN 265950 100 

HN 265951 100 

HN 265952 100 

HN 265953 100 
totaling 400 shares of common stock of INTERNATIONAL HARVESTER COM- 
PANY, registered in the name of MRS. ESTHER I. COREY, both side 
photocopies of which are attached hereto and made a part hereof. 

3. That I did not sign my name to any of the above certifi- 
cates. 

4. That the signatures to the assignments of each of the 
said certificates is not mine, was not made or authorized by me, 
and is a forgery. 

5S. That I have not sold, assigned, transferred, delivered 
or hypothecated the said certificates nor in any other wav divest- 
ed myself, or been divested, of the ownership of said certificates. 

6. That I have not received any benefit, value or consider- 
ation whatsoever, from any sale, assignment, transfer, delivery or 
hypothecation thereof, and have lost and will lose dividends of 


record since the date of transfer of said certificates. 


COMMONWEALTH OF PENNSYLVANIA 


COUNTY OF ALLEGHENY 


On this/}% day of mn ly , 1972, before me a Notary Public, 
before me personally came) MRS. ESTHER I. COREY, who stated “he 
facts in the above Affidavit of Forgery were true, and who signed 
the above Affidavit of Forgery in my presence. 


SWORN to and subscribed 
before me this /\ © day 
of ee” Pe gra Ie 

‘ a) ee Aue GIRT, Notary pupire 
My Commission Expires: lly Comeeheny County, 


Panne, 
Minsion Ex ue, 
23, 1973" 


Stock Certificate of International Harvester 


Company No. #265950 for 100 Shares registered 


in the name of Esther I. Corey. 


(Omitted) 


Stock Certificate of International Harvester 


Company No. HN 265951 for 100 Shares 


registered in the name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of International Harvester 


Company No. HN 265952 for 100 Shares 


registered in the name of Esther I. Corey. 


(OMITTED) 


100a-10la 


Stock Certificate of Internatienal Harvester 


Company No. HN 265953 for 100 Shares 


registered in the name of Esther I. Corey. 


(OMITTED) 


AFFIDAVIT OF FORGERY 
COMMONWEALTH OF PENNSYLVANIA ) 
) Ss: 192a 
COUNTY OF ALLEGHENY 


I, MRS. ESTHER I. COREY, being duly sworn, deposes and 


1. That I reside at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resided at that address for 
over forty years. 

2. That I am the sole and absolute legal and bene- 
ficial owner of the following stock certificate: 

Certificate No. No. of Shares 

C L87l72 100 
totalling 100 shares of common stock of S. S. KRESGE COMPANY, 
registered in the name of MRS. ESTHER I. COREY, both side photo- 
copies of which are attached hereto and made a part hereof. 

3. That I did not sign my name to the above certificate. 

4. That the signature to the assignment of the said 
certificate is not mine, was not made or authorized by me, and is 
a forgery. 

5. That I have not sold, assigned, transferred, 
delivered or hypothecated the said certificate nor in any other 
way divested myself, or been divested, of the ownership of said 
certificate. 

6. That I have not received any benefit, value or 
consideration whatsoever from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 


dividends of record since the date of transfer of said certificate. 


COMMONWEALTH OF PENNSYLVANIA ) 

) 
COUNTY OF ALLEGHENY ) 

cc 
On this 2.” day of -~~--+--- , 1972, before me a Notary 

Public, before me personally came MRS. ESTHER I. COREY, who stated 
the facts in the above Affidavit of Forgery were true, and who 
signed the above Affidavit of Forgery in my presence. 


SWORN to and subscribed 
before me this {4 ~~ day 
(2 2) EE COTES He Yo Aras 


My Commission Expires: 


103a-1l04a 


Stock Certificate of S.S. Kresge Company No. 


C 187172 for 100 Shares registered in the name 


of Esther I. Corey. 


(OMITTED) 


AFFIDAVIT OF FORGERY 
COMMONWEALTH OF PENNSYLVANIA | 
]. Ss: 
COUNTY OF ALLEGHENY Ns 


I, MRS. ESTHER [. COREY, being duly sworn, deposes and 


1. That I reside at 6341 Monitor Street, Pittsburgh, 


Pennsylvania and have continuously resided at that address for 
over forty years. 

2. That I am the sole and absolute legal and bene- 
ficial owner of the following stock certificates: 
Certificate Nos. No. of Shares Kind of Stock 
C 48665 100 common 
PB 


7O 6114 5 cumulative preferred stock 
= Series B 


totalling 100 shares of common stock and 5 shares of cumulative 
preferred stock - Series B of MELVILLE SHOE CORPORATION, regis- 
tered in the name of MRS. ESTHER I. COREY, both side photocopies 
of which are attached hereto and made a part hereof. 

3. That I did not sign my name to any of the above 
certificates. 

4. That the signatures to the assignments of each of 
the said certificates is not mine, was not made or authorized by 
me, and is a forgery. 

5S. That I have not sold, assigned, transferred, 
delivered or hyrothecated the said certificates nor in any other 
way divested myself, or been divested, of the ownership of said 
certificates. 

6. That I have not received any benefit, value or 
consideration whatsoever, from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 
dividends of record since the aay of or ulouias of said certificates. 
COMMONWEALTH OF PENNSYLVANIA } 
COUNTY OF fecal 

On this). ~ aay of a , 1972, before me a Notary 
Public, before me “personally ¢ @me MRS. ESTHER I. COREY, who stated 


the facts in the above Affidavit of Forgery were trie, and who 
signed the above pence of Forgery in my presence. 


i Sh ioten, 
SWORN to and subscr afta, Sey,"t6r, 
before me this..." da Tengen ey 
Of ae | 1972 


My Commission Expires: 


106a-107a 


Stock Certificate of Melville Shoe Corporation 


No. C 48665 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


108 Intentionally Omitted 


109a-110a 


Stock Certificate of Melville Shoe Corporation 


No, PB 
O 6114 for 5 shares registered in the name 


of Esther I. Corey. 


(OMITTED) 


llla Intentionally Omitted 


~ g 1 =. aps a | 


fa oi Wd re fis aa i 
AFFIDAVIT OF FORGERY 
COMMONWEALTH OF PENNSYLVANIA } 


1 Ss: 1iza 


COUNTY OF ALLEGHENY } 


I, MRS. ESTHER I. COREY, being duly sworn, deposes and 


says: 


i. That I reside at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resided at that address for 
over forty years. 

2. That I am the sole and absolute legal and beneficial 
owner of the following stock certificates: 

Certificate Nos. No.” of Shares Certificate Nos. No. of Shares 


19094 100 NY 


K 2 

K 1909¢ 100 “EH 106072 100 
K 19096 100 NY 

K 19097 100 “F 452784 62 
K 19098 100 


totalling 662 shares of capital stock of MOBIL OIL CORPORATION, 

formerly known as Socony Mobil Oil Company, Inc. and Socony-Vacuum 
; Oil Company, Incorporated, registered in the name of MRS. ESTHER 
I. COREY, both side photocopies of which are attached hereto and 
made a part hereof. 

3. That I did not sign my name to any of the above 
certificates. 

4. That the signatures to the assignments of each of 
the said certificates is not mine, was not made or authorized by 
me, and is a forgery. 

5. That I have not sold, assigned, transferred, 
delivered or hypothecated the said certificates nor in any other 


way divested myself, or been divested, of the ownership of said 


certificates. 


6. That I have not received any benefit, value or 
consideration whatsoever from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 
dividends of record since the date of transtsz of said certificates. 
Pt Lakes s LO pps 


COMMONWEALTH OF PENNSYLVANIA ) = 
COUNTY OF ALLEGHENY ic ae 


On this 7°” day of January , 1972, before me a Notary 
Public, before me personally came MRS. ESTHER I. COREY, who stated 
the facts in the above Affidavit ci Forgery were true, and who 
signed the above Affidavit of, Fargery in my presence. 
e 


en Anan ere st ee sat te ere 


1g 5 toy ee — 


4a. 7%, “ny “ny 
SWORN to and subscribed before me” ae" Song Hy, 


@ 


this %- = day of January, 1972. "a7y'Meoy Pony, 


suse eeiiersainsn tee 


My Commission Expires: 


113a-11l4a 


Stock Certificate of Mobil Oil Corporation 


No. K 19094 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of Mobil Oil Corporation 


No. 19095 for 100 Shares registered in 


the name of Esther IL. Corey. 


(OMITTED) 


117a-118a 


Stock Certificate of Mobil Oil Corporation 


No. K 19096 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


119a-120a 


Stock Certificate of Mobil Oil Corporation 


No. 19097 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


12la-122a 


Stock Certificate of Mobil Oil Corporation 


No. 19098 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


Stock Certificate of Mobil Oil Corporation 


No. NY 
H 106072 for 100 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


125a-126a 


Stock Certificate of Mobil Oil Corporation 


No. NY 


H 452784 for 62 Shares registered in 


the name of Esther I. Corey. 


(OMITTED) 


~ 


AFFIDAVIT OF FORGERY ~ 


COMMONWEALTH OF PENNSYLVANIA : ee 127a 


COUNTY OF ALLEGHENY } 


I, MRS. ESTHER I. COREY, being duly sworn, deposes and 


l. That I reside at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resided at that address for 
over forty years. 

2. That I am the sole and absolute legal and bene- 
ficial owner of the following stock certificate: 

Certificate No. No. of Shares 


NH 75416 1co 
totalling 100 shares of capital stock of NATICNAL STEEL CORPORA~ 
TION, registe:ed in the name of MRS. ESTHER I COREY, both side 
photocories of which are attacned hereto and made a part hereof. 

3. That I did not sign my name to the above certificate. 

4. That the signature to the assignment of the said 
certificate is not mine, was not made or authorized by me, and is 
a forgery. 

5. That I have not sold, assigned, transferred, 
delivered or hypothecated the said certificate nor in any other 
way divested myself, or been divested, of the ownership of said 
certificate. 

6. That I have not received any benefit, value or 
consideration whatsoever from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost anc will lose 


dividends of record since the dete of transfer of said certificate. 
Sea 
Jivbe- 

COMMONWEALTH OF PENNSYLVANIA } 


) Ss: 
COUNTY OF ALLEGHENY L 


On thisnx:” day of January , 1972, before me a Notary 
Public, before me personally came MRS. ESTHER I. COREY, who stated 
the facts in the above Affidavi= of Forgery were true, and who 
signed the above Affidavit of Forgery in my presence. 


~ re te 


, SWORN to and subscribed 
before me this. = day 
of January 


My Commission Expires: 


128a-129a 


Stock Certificate of National Steel Corporation 
No. NH 75416 for 100 Shares registered in the 


name of Esther I. Corey. 


(OMITTED) 


Lis 


t) 
AFFIDAVIT OF FORGERY (3 


COMMONWEALTH OF PENNSYLVANIA ) 
i Se 130a 
COUNTY OF ALLEGHENY L 


I, ESTHER I. COREY, being duly sworn, deposes and says: 
4. That I reside at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resiaed at that address for 


over forty years. 


2. Tht I am the sole and absolute legal and beneficial 
owner of the following stock cartificates: 


Certificate Nos. No. of Shares 
\ 

R 64225 100 

R 64226 100 

R 64227 100 

R 64228 100 


, 


totalling 400 shares of capital stock of THE PENNSYLVANIA RAILROAD 
COMPANY, registered in the name of ESTHER I. COREY, both side 
photocopies of which are tack hez and made a 

3. That I did not sign my name to any of the above 
certificates. 

4. That the signatures to the assignmeats of each of 
the said certificates is not mine, was not made or authorized by 
me, and is a forgery. 

S. That I have not sold, assigned, transferred, 
delivered or hypothecated the said certificates nor in any other 
way divested myself, or been divested, of the ownership of said 
certificates. 

6. That I have not received any benefit, value or 
consideration whatsoever from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 


dividesds of record since the date of transfer of said certificates. 

ws 
Gi cc Jogo ne id pe a L f 
\ a: fiw —_— i qj G- - / ea, 

‘ v 

COMMONWEALTH OF PENNSYLVANIA ) 

). Ss: 
COUNTY OF ALLEGHENY ) 


ba. 


On this’-~ day af January, 1972, before me a Notary 
Public, before me personally came ESTHER I. COREY, who stated the 
facts in the above fidavit of Forgery were true, and who signed 
the above Affidavit of Forgery in my presence. 


SWORN to and subscribed 


before me this _.- day 
of January, 1972. 


My Commission Expires: 


13la-132a 


Stock Certificate of The Pennsylvani2 Kailroad 


Company No. 64225 for 100 Shares regiscered 


in the name of Esther I. Corey. 


(OMITTED) 


133a-134a 


Stock Certificate of The Pennsylvania Railroad 


Company No. 64226 for 100 shares registered 


in the name of Esther I. Corey. 


(OMITTED) 


135a Intentionally Omitted 


136a-137a 


Stock Certificate of The Pennsylvania Railroad 


Company No. 64227 for 100 shares registered 


in the name of Esther I. Corey. 


(OMITTED) 


138a Intentionally Omitted 


139a-140a 


Stock Certificate of The Pennsylvania Railroad 


Company No. 64228 for 100 shares registered 


in the name of Esther I. Corey. 


(OMITTED) 


141a Intentionally Omitted 


tA 


AFFIDAVIT OF FORGERY 


. 


COMMONWEALTH OF PENNSYLVANIA {1 142A 
COUNTY OF ALLEGHENY t sil i 

I, MRS. ESTHER I. COREY, being duly sworn, deposes and says: 

l. That I reside at 6341 Monitor Street, Pittsburgh, Penn- 
sylvania and have continuously resided at that address for over 
forty years. 

2. That I am the sole and absolute legal and beneficial own- 
er of the following stock certificates: 

Cartificate Nos. No. of Shares Certificate Now. No. of Shares 
CO 353197 8 x 117282 100 
CO 392749 3 NY 

CO 173230 58 
totaling 167 shares of common stock of PHILADELPHIA ELECTRIC COM- 
PANY, registered in the name of MRS. ESTHER I. COREY, both side 
photocopies of which are attached hereto and made a part hereof. 

3. That I did not sign my name to any of the above certi- 
ficates. 

4. That the signatures to the assignments of each of the 
said certificates is not mine, was not made or authorized by me, 
and is a torgery. 

5. That I have not sold, assigned, transferred, delivered 
or hypothecated the said certificates nor in any other way divest~ 
ed myself, or been divested, of the ownership of said certificates. 

6. That I have not received any benefit, value or ‘onsider- 
ation whatsoever from any sale, assignment, transfer, delivery or 


hypothecation thereof, and have lost and will lose dividends of 


record since the date of transfer of said certificates. 


y -_ — 
= 


Jhke (5 2h [oe Ole 
COMMONWEALTH OF PENNSYLVANIA { r 
Ss: 
COUNTY OF ALLEGHENY 


‘ ath, aan 
on this /) day of go , 1972, before me a Notary Public, 
ame . 


before me personally c ESTHER I. COREY, who stated the 
facts in the above Affidavit of Forgery were true, and wno signed 
the above Affidavit of Forgery in my presence. 


/ A‘ fi fie 
Wa Penes Zoot 


7 
SWORN to and subscribed , 
before me this;, “day 


of wy p eetes 


My Commission Expires: 


JANE L. GIRT, Notary Pxbhe 
Pittsaurgh. Alleghany County, Penna 
My Commission Exnires 
Apeil 28, 1975 


143a-144a 


Stock Certificate of the Philadelphia Electric 


Company No. CO 353187 for 8 shares registered 


in the name or Esther I. Corey. 


(OMITTED) 


145a-146a 


Stock Certificate of the Philadelphia Electric 


Company No. CO 392749 for 1 shares registered 


in the name of Esther I. Corey. 


(OMITTED) 


147a-148a 


Stock Certificate of the Philadelphia Electric 


Company No. NY 


os 


C 117282 for 100 shares registered 


in the name of Esther I. Corey. 


(OMITTED) 


149a-150a 


Stock Certificate of the Philadelphia Electric 


Company No. NY 
C 173230 for 58 shares registered 


in the name of Esther IL. Corey. 


(OMITTED) 


15la Intentionally Omitted 


AFFIDAVIT OF FORGERY 


COMMONWEALTH OF PENNSYLVANIA ) 152a 
} Ss: 
COUNTY OF ALLEGHENY 1 


I, MRS. ESTHER I. COREY, being duly sworn, deposes and 


1. That I reside at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resided at that address for 
over forty years. 

2. That I am the sole and absolute legal and beneficial 
owner of the following stock certificates: 

Certificate No. No. of Shares 

NC 10006 100 
totalling 100 shares of common stock of THE PILLSBURY COMPANY, 
formerly known as Pillsbury Mills, Inc., registered in the name 
of MRS. ESTHER I. COREY, both side photocopies of which are 
attached hereto and made a part hereof. 

3. That I did not sign my name to the above certificate. 

4. That the signature to the assignment of the said 
certificate is not mine, was not made or authorized by me, and is 
a forgery. 

5. That I have net sold, assigned, transferred, 
delivered or hypothecated the said certificate nor in any other 
way divested myself, or been divested, of the ownership of said 
certificate. 

6. That I have not received any benefit, value or 
consideration whatsoever from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 


dividends of record since the date of transfer of said certificate. 


COMMONWEALTH OF PENNSYLVANIA ) 
) 


Ss: 
COUNTY OF ALLEGHENY ) 


On this): ~ day of January, 1972, before me a Notary 
Public, before me personally came MRS. ESTHER I. CGREY, who stated 
the facts in the above Affidavit of Forgery were true, and who 
signed the above Affidavit of Forgery in my presence. 
Ding tq 
"ay, Me ; 
4%". 4% oe 
, Som tay.* 4 
SWORN to and subscribéey'y%> an , 
before me this-. ~day lostats, ‘Me 
of January, 1972. ey Aen, 


My Commission Expires: 


153a-154a 


Stock Certificate of The Pillsbury Company No. 


NC 10006 for 100 shares registered in the name 


of Esther 1. Corey. 


(OMITTED) 


rye _ 

ee, a (5 
AFFIDAVIT OF FORGERY 155a 

COMMONWEALTH OF PENNSYLVANIA 

COUNTY OF ALLEGHENY t 3 

I, MRS. ESTHER I. COREY, being duly sworn, deposes and says: 

lL. That I reside at 6341 Monitor Street, Pittsburgh, Penn- 
sylvania and have continuously resided at that address for over 
forty years. 

2. That I am the sole and absolute legal and bu neficial 
owner of the following stock certificate: 

Certificate No. No. of Shares 

N 13814 100 
totaling 100 shares of second preferred capital stock of READING 
COMPANY, registered in the name of MRS. ESTHER I. COREY, both side 
photocopies of which are attached hereto and made a part hereof. 

3. That I did not sign mv name to the above certificate. 

4. That the signature to the assignment of the said 
certificate is not mine, was not made or authorized by me, and is 
a forgery. 

5. That I have not sold, assigned, transferred, delivered 
or hypothecated the said certificate nor in ‘eu other way divested 
myself, or been divested, of the ownership of said certificate. 

6. That I have not received any benefit, value or consider- 
ation whatsoever from any sale, assignment, transfer, delivery 
or hypothecation thereof, and have lost and will lose dividends 


of record since the date of transfer of said certificate. 


COMMONWEALTH OF PENNSYLVANIA 
COUNTY OF ALLEGHENY 


tt if 
on this [> day of Duley , 1972, before me a Notary Public, 
before me personally came MRS. ESTHER I. COREY, who stated the 
facts in the above Affidavit of Forgery were true, and who signed 
the above Affidavit of Forgery in my presence. 


a Beh Ws 
eae ' ar 
SWORN to and subscribed of 
before,me this/}~ day 
of 2S as iygina 
My Commission Expires: 


JANE L, GIRT, Notary Public 
Pittsburgh. Allecheay County, Penna, 
My Commix, i1 Sxnireg 
Apri 321973 


156a Intentionallly Omitted 


157a-158a 


Stock Certificate of the Reading Company 


No. N 13814 for 100 shares registered in the 


name of Esther I. Corey. 


\ 


(OMITTED) 


AFFIDAVIT OF FORGERY 
COMMONWEALTH OF PENNSYLVANIA ) 59a 
COUNTY OF ALLEGHENY : Ss: 
I, ESTHER I. COREY, being duly sworn, deposes and says: 


1. That I reside a§ 6341 Monitor Street, Pittsburgh, 


Pennsylvania and have contiguously resided at that address for 


over forty years. 
2. That I am the sole and absolute legal and bene- 
ficial owner of the following stock certificate: 
Certificate No. No. of Shares 


wr 402154 100 
) 


totalling 100 shares of capital stock of F. W. WOOLWORTH CO., 
registered in the name of ESTHER I. COREY, both side photocopies 
of which are attached hereto and made a part hereof. 

3. That I did not sign my name to the above certificate. 

4. That the signature to the assignment of the said 
certificate is not mine, was not made or authorized by me, and 
is a forgery. 

5. That I have not sold, assigned, transferred, 
delivered or hypothecated the said certificate nor in any other 
way divested myself, or been divested, of tne ownership of said 
certificate. 

6. That I have not received any benefit, value or 
consideration whatsoever from any sale, assignment, transfer, 
delivery or hypothecation thereof, and have lost and will lose 


dividends of record since the date of transfer of said ce’ cificate. 


COMMONWEALTH OF PENNSYLVANIA ) 
) 
COUNTY OF ALLEGHENY ) 
On this..: — day of January, 1972, before me a Notary 
Public, before me personally came ESTHER I. COREY, who stated the 
facts in the above Affidavit cf Forgery were true, and who signed 
the above Affidavit of Forgery in my oresence. 


SWORN to and subscribed 
before me this’;. — day 
f January, 1972. 


My Commission Expires: 


Stock Certificate of F. W. Woolworth Co. No. 


WT 
O 402154 for 100 shares registered in the name 


of Esther I. Corey. 


(OMITTED) 


| 


AFFIDAVIT OF FORGERY ON CHECKS 


COMMONWEALTII OF PENNSYLVANIA I 162a 
Ss: 
COUNTY OF ALLEGHENY 4 


I, ESTHER I. COREY, being duly sworn, deposes and says: 

1. That I reside at 6341 Monitor Street, Pittsburgh, 
Pennsylvania and have continuously resided at that address for 
over forty years. 

2. That the following checks drawn by F. 0. Baroff Com- 
pany, Inc., New York, New York, upon the American Bank and Trust 
Company, 70 Wall Street, New York, New York, were made payable 
to the order of "Ester I. (or J.) Corey": 


7/20/71 - check 
7/20/71 check 
7/20/71 check 
7/20/71 check 
Tfaes ts check 
7/22/71 check 
T/2e/ ts check 
8/5/71 check 
8/18/71 check 
8/27/71 check 


3943 - $ 18,074.39 
3943 - 936.386 
3946 - 17,999.85 
3955 912.25 
4015 11,944.94 
4016 - 11,301.76 
4017 - 1,444.39 
L36al = 42,442.28 
14122 - 87,044.49 
14435 - 78,251.64 


Sikh Ae 4 4h OR 4 AE AR 


$270,352.85 TOTAL 
totaling $270,352.85 in checks, both side photocopies of which 
are attached hereto and made a part hereof. 

3. That these checks were issued in connection with the 
sale of my unendorsed stock certificates which were stolen. 
These stock certificates were sold through F. 3. Baroff Company, 
Inc., with my signature fcrged on the back of the certificates. 


The signature that was forged on the back of these certificates 


| was guaranteed by F. 0. Baroff Company, Inc., New York, New York, 


and American Bank and Trust Company, New York, New York. 

4., That the signature to the assignment of these said 
checks is not mine, was not made or authorized by me, and is a 
forgery. 

5. That I have not sold, assigned, transferred, deliver- 
ed or hypothecated the said certificates nor in any other wy 
divested myself, or been divested, of the ownership of said 
certificates. 

6. That I never received the above itemized checks 


authorized anvone to receive said checks for me. 


16348 
7. That I never signed or endorsed my name on the back 
of the above itemized checks nor authorized or entitled anyone 
to receive or endorse said checks. 
8. That I have not received any benefit, value or 


consideration whatsoever from the sale, depositing, collection 


or paying of the above mentioned checks. 


e, 
| 7 


COMMONWEALTH OF PENNSYLVANIA 


COUNTY OF ALLEGHENY 


~~ 
on this «14 - day of February, 197k, before me a Notary 
Public, before me personally came MRS. ESTHER I. COREY, who 
stated the facts in the above Affidavit of Forgery were true, 


and who signed the above Affidavit of Forgery in my presence. 
y 


Eg 
D 


Ted eh de 


SWORN to and Subscribed 


before me this -~« * day 
of February, 1972. 


My Commission Expires: 


2 


Check of F. O. Baroff Company, Inc. No. 4015 


for $11,944.94 payable to Esther Corey drawn 


on account at American Bank & Trust Company. 


(OMITTED) 


Check of F. 0. Baroff Company, Inc. No. 3946 


for $17,999.85 payable to Ester Corey drawn 


on account of American Bank & Trust Company. 


(OMITTED) 


Check of F. 0. Baroff Company, Inc. No. 3945 for 


$936.86 payable to Ester Corey drawn on account 


of American Bank & Trust Company. 


(OMITTED) 


Check of F. 0. Baroff Company, Inc. No. 3943 


for $18,074.39 payable to Ester Corey drawn 


on account of American Bank & Trust Company. 


(OMITTED) 


Check of F. 0. Baroff Company, Inc. No. 3955 


for $912.25 payable to Ester Corey drawn 


on account of American Bank & Trust Company. 


(OMITTED) 


Checksof F. 0. Baroff Company, Inc. Nos. 14435 


and 14122 payable to Ester Corey for $7,825.64 
and $87,044.49 drawn on account of American Bank 


& Trust Company 


(OMITTED) 


Checks of F. 0. Baroff Company, Inc. Nos. 13681 


and 401 payable to Ester Corey for $42,444.28 and 


$1,444.39 drawn on account of American Bank & 


Trust Company. 


(OMITTED) 


Exhibit C 


(List of Securities) 


Annexed to Amended Supplemental Complaint 


Check of F.0. Baroff Company, Inc. 


No. 4016 payable to Elser Corey for 


$11,301.76 drawn on Account of American 
Bank and Trust Company 


(Omitted) 


F. O. BAROFF, INC. 
SHARES SOLD OF ESTHER I. COREY'S 
STOCK CERTIFICATES 


Name of P Number of Certificate No. of Date How 
Company Shares Sold’ Numbers Shares Registered Registered 
Comp gueres void __ Numi au ohares Registered Registered 


Amer. Tele. 
& Telegraph Co, 81 AB 96914 81 3-18-55 Esther I. Corey 


X 994553 5-12-58 Esther I. Corey 


U 270737 10-17-56 Esther I. Corey 
Total 


Armco Steel Y 92120 Mrs. Esther I. Corey T-23-7% 
Corp. 


24 ¥ 00227592" Mrs. Esther I. Corey 7-23-71 


Y 0128809 ; Mcs. Esther I. Corey 7-23-71 
Total 


Sten nen 


The Chesaveake 411123 Mrs. Esther I. Corey 7-9-71 
& Ohio 


Railway Co. 411124 Mrs. Esther I. Corey T-9-72 
Total = : 
ea rege tok te eat eae ne a eae gn ann asChta eralretncienal atest tele g acest uM estat) ead 


E. I. DuPont ~ N 282784 3-30-55 Esther I. Corey 
De Nemours & Co. 


N 282785 Esther I. Corey 


N 282786 | Esther I. Corey 


F. 0. BAROFF, INC, 
STOCK CERTIFICATES 


Nane of Number of Certificate Number of Date How 


Company Shares Sold __Numbers Shares Registered © Registered 


General Elec- 100 “Tt 340914 100 3-25-55 


Mrs. Esther I, 
EXxic Co, 


100 if! 340915 100. 3-25-55 Mrs. Esther I. 

100 “il 340916 100 3-25-55 Mrs. Esther I, 
“H 340917 3-25-55 Mrs. Esther I. 
“H 340918 3-25-55 Mrs. Esther 


340919 3-25-55 Mrs. Esther 
Total 


General Motors 

Co. P 97-006 Esther I. Corey 
P 97-007 . Esther I. Corey 
P 97-008 Esther I. Corey 
P 97-009 Esther Corey 
WHS9-789 * Esther Corey 
WH59-790 Esther Corey 
WHS59-79) - Esther I. Corey 
WH59-792 Esther Corey 
WH59-793 Esther Corey 
WIHI59~-794 Esther I, Corey 
WHS9-795 Esther I. Corey 


WG175-005 Esther Corey 


F. 0. BAROFF, INC, ' 
STOCK CERTIFICATES 


Name of Number of Certificate No. of Date How. Date 
Company Shares Sold Numbers Shares Registered Registered Sold 


International 
Harvester Co. 100 HN 265950 100 3-18-55 Mrs. Esther I, Corey 7-9-71 


’ 


100 HN 26595} 100 3-10-55 Mrs. Esther I. Corey 7-9-7} 


100 HN 265952 100 3-18-55 Mrs. Esther I. Corey 1-9-71 


HN 265953 ; 3-18-55 Mrs. Esther I. Corey 71-9-71 
Total 
Oe eaten nin panniers ine iemtaniontins ssa agua 
S. S. Kresge Co. C 187172 : 3-18-55 Mrs. Esther I. Corey P2541 
Total 


Melville shoe C 48665 
Corp. PB : 
O 6114 : Mrs. Esther I. Corey 7-23-71 


. Mrs, Esther I. Corey 7-23-71 


Total 

— . tesetha seit niece iiansntsinoibometimnslidearagsd eos 
Mobil Oil : 19094 3-18-55 ; - Esther I. Corey 7-28-71 

Corp. 

19095 3-19-55 : Esther I, Corey 7-28-71 
19096 3-16-55 - Esther I. Corey 7-28-71 
19097 3-18-55 - Esther I. Corey 7-28-71 
19098 : 3-18-55 - Esther I. Corey 7-28-71 
ft 106072 - - Esther I. Corey 7-28-71 


452784 : - Esther I. Corey 7-28-71 


F. 0. SAROFF, INC, 
STOCK CERTIFICATES 


Name of 
Company 


National Steel 
COs 


Number of 
Shares Sold 


Certificate No. of 
Numbers Shares 


Date 
Registered 


_100 NH 75416 3-17-55 
Total 100 
sae acca ee 


The Pennsylvania R 64225 
Railroad Co. 


R 64225 
R 64227 
R 64228 


Total 


cn | te el Nasa tana cininneiindmiitnishamitinticleas cece. side ct 


Philadelphia 8 
Electric Co. 


CO 353187 8 

1 CO 392749 1 
58 CO 173230 58 
100 €_117282 


_— 


Total 167 
URDU eens 
The Pillsbury .co. *_ 100 NC 10006 


Total - 100 


How 
Registered 


Mrs. Esther I. Corey 


Esther I. Corey 
Esther I. Corey 
Esther I. Corey 


Esther I. Corey 


Mrs. Esther I. Corey 
Esther I. Corey 
Mrs. Esther I. Corey 


Mrs. Esther I, Corey 


Esther I. Corey 


Reading Co. - N 13814 


—_——— 


Total 


Esther I. Corey 


Date 


Sold 


7-26-71 


7-23-71 
7-23-71 
7-23-71 


1-23-71 


7-28-71 


7-26-71 


F. 0. SAROPF, IW 


Stock Certi* icates 


Name of Number of Certificate No. of Date How 
coopeny Shares Sold Numbers Shares Registered Registered 


WT 
W. Woolworth wl 0 402154 100 3-17-55 Esther I. Corey 


Total © 100 
eae cn breeaaspliinstets msssnsnissunsinnasndnnessiinionai 


Exhibits D through I. 


(Letters Received by American Bank and Trust Company from 


or on Behalf Certain Cooporations, etc., setting Forth Claims) 


Annexed to Amended Supplemental Complaint 


GENERAL MOTORS CORPORATION 


STOCK TRANSFER DEPARTMENT | 


General Motors Building * 767 Fifth Avenue, Naw York, New Yor: 10022 
November 3, 1971 : 


American Bank and Trust Company 
70 Wali Surect 
New Yortz5) M.-Y. 0005 


Attention: Mr. Willion MeCafferty, Trust Offi 


Gentlemen: 


On or ehout Aveus Belg certificates PS 
hOO shaies, ang ata has 0% (OO) Shaves ae UGLY 
of General woe i stock: 
Esther I. POS UGG, GO. we Lor ala oe Eye, 
nomince’ of fF panors Coma, : Photostetic capics 
nd reverse sii these certific $ are enclose?. 


- 


é 


rherrediy wore the sisiscure of the 
tered holder, wh: Lenat S Wereaguincinticed by vsex fis or 
ye 


J 
‘the transfer was ef id. cin relianceon your Lira s supmature guarant 


The atvorney Lor the reristered Nelder hes now advised us that 
her sipnoiure apucaring thercon isa Torgery. 


Please be advised thet, inasmuch as your firm guaranteed the 
signature of the recistered holder, we will wt TO sou to save us 
‘DD 
fs 


harmleas from anv logs eimerionecd ty hei cer AU ISWaAS a Pesuly: of 


‘the subject transfer. 


& vepore Of che \eloin as Veins q ed sa} Te ‘Cone, 
YPiscevor Inswvenee & Pension Geckions Cene IOUOTS poration, 30h 
West Grand Plvds.. Detroit, Niclvicon i202. RULSUCYO COLves sondcnds 
inthis mavver- should be addredsed: to. him. 


YOURS wor Crus’ 


Masdone he., 
Suretie. Ole Nei 


—MOKG SN GUNNING PIGS COMPA Y 


OF NEW VOWR 


30 WEST BNOADWAY, NEW YORK, N.Y. 10015 
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BEST COPY AVAILABLE 


INSURANCE COMPANY OF MORTI AMERICA 
V10 Velllieamy St, Now York, MY. 10254 ¢ Teylophone (212) 224-2019 


September 28, 1972 


American Honk & Trust, Company 
10, Wall. SEY cet 
New Yoru, Wi. 10038 


Re: 


& Telepr: 
Corey) 
American 


Gentlemen: 
We are attacnins heret ny of correspondenes dated 

seprember 22, 1972, tozether with enclosures received fron 

Conese! Toy the Tititoe of Fo 0. Barotr Co... Tne: whiean 


s4 


Wild De -SGlIL-eeplanatery, im commection with tiv above, 
Unde the airenumetlonees, we berchy deman 

Tir take. the neescuary steps to Lorvard to € 

on behealy OL Lie £erscan Poelephone 2 Veler 

GO shares rriecn Telephone & : I 

nerottchie | LOD. Bilis ny end Aly 

denis declercad simee the date of 


Very truly yours, 


« 


. \ ‘ q, the (eet we CE ime) 
JME shu : ‘ J John Hy Killeen 


INSURANCE COMPANY OF NORTH AMERICA 
110 Wallram SL, Now Youb, H. ¥. 10033 © Teleminna (212) 233-5010 


- e 


CERTIFIED. VAL 


eptember 20, 1972 


Ff. 0. oarolf Co., 
25 ficicen Laie 
Hew Tork. lit. 


AND 

ss sgalapelan pie! 
BO Gin) cet 
New tai ne, 


Pile 9f0 & £22657 

(99 sis, Meeican Telenhs 

& Valeur: ce. AFR eus 

EsGner Le Go 
re 


-a:7) 


ae shone & TtTeleyrapn © 


Awericen ¥ 


COmmAny APICES 2 eertetn 
rool tae Jperseaiy Velenhorie 


we have been informed by cur assured thet 
Le; O98 shores Of tie arical stock of 
ions an Siiepiens & Pelepreun Company ;- Rowag ten ed din one 
Name i nooner J. Corer, Puaresenrted ly UsPei7 Leate tes. 
Bu CG914, FPO ene UD OUeTey were Uerriterme out er rer 
NAGE OMe She a ere! To rieed evrvleiessy erst oO, Ner Ssilerzbice. 
GC OPO QCSSChERG Ieaee peetocon as oF Che frene-dnd rereree 
staes of che ey 2 OMe Sion. Sn) oo eS pete 
Gy Ses. RIS) Fn Se ONIN Ge (WYRE ay Coed! "Suan ee eg UnTe! El sy, 
Hels STC CA” eens od needa ite SRE errs ay 


CUOAGES 


1 . 


oy. COPcy BIith .pesheet. $a be sreviiigiy avuismoned (Cerca 
QO. O11 Pa ah tie A oR Pa eT A 9S MURA Ecce aD Co 

& Boley, ‘aya Comuguy amd under hoth your aaess uereture 

(UGH Es SEC) a tact en amy ear la Ut cis ee GT MN ae Cia bk om Lisl Gro eat 

He ae ken: dees A. Syrast sail ends Pe ee | pr | pe ee 

welopucirs o Peder sh Cee: Was) coma ee ee os OoSk (edie 

rig MGLVi Cones Gerber (eis Che Gee: OL CP Lai 


‘ 


Cont. 


-e 900 B 492657 : 9/0/12 


We wlll appreciate your promptly achknovledping receipt 
of this correspondence and enclosures and also informing us 
as to your intentions in this metter, 
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INSURANCE C OMPAKY OF NORTH AMERICA 


W10 Vaiiliam St, tow York, M.Y. 10038 © Telephone (212) 233-$010 


-183a 


"May 31,° 1973 


Leo Gucci, Esq. 
Guzil: & Boukstcl 
37 Wall. Strece 
New York, N.Y. 


trey TI 
Ub. tae ong 
mC? \9O 
eC CO 
Ooh 


F 


Bo: 
100 Ss [Son ae 
General Electri 


— 
‘ 
* 


on 


40 
eee 


‘Dear Mr. Guzik: 


as _ 


he Goneral Electric Company 
Ary Trespass & Kesunpsiec ab: 
ao) I os a in emitnection w 


Please be advised that t 
served with a Writ cf. Summons 
their Pittsbdurgn Office on Ma 
the.above. -, “* 

_ “We are: acteching hereto a cory of “Gah See Writ and 
wish to advise on behalf of the General | ae Company 
that we are loohkins to American Bank ¢ pany to 
hold 1% harmless from and anainsy any @ ‘Bees, charge, 
danare or expense 3 i Pp aeovor: 5 Chae 26 


might pos sibly SUS: Ue 
Very truly yours, 


ean ven P Ka: eo Sa 


JNK hw ‘Pass M. Killeen 


° 


Att. 


Law Orrices 
SHARLOCK & REPCHECK 


BPR OS Stacie Ee Gas, 


PittTsauRGH, PA.IS219 


MOHN J. RepcHecK AREA COLE «12 
GARY F. SHakLocK ‘ 39t-Gi7t 


October 10, 1973 


The American Bank & Trust Company 

70 Wall Screet 

New York, New York 10005 

in Re: Esther I. Corey v. The Chesapeake & Ohio Rail tway Co. ee 
Court of Common Pleas, Allegheny County Pe ennsylvania 
BO. 635 July Tere, 3973 


Gentlemen: 


Please be advised that we rapresent Tl 
Railway Company in connection with an 
Court of Common Pleas of Allegheny 
Esther I; Corey was the owner of 100 
and Ohio Railway Company common stock, 
and the otmer of 100 shares of common 
411124. I am enclosing copies of the 
reference. 


< 


S 
c 


n 


Q 


Stocks in question were apparently stole: 
Corey and subsequently, her signature 
ficates worz issued to other persons’. 


« 


ane American fa & L 

of Eather 1. Core métordingl y, 

Reilway Compan; is upon ‘the Amer 

to defend The Chesapeake and Ohi 

ing action and to indemnify and 

and Ohio kailway Company in connection with 
i. Corer and to pay ail ‘costs, expenses 

by The Chesanesxe and Ohio Railway Compa 
the defonse of the above macter. 


The America ; & Trust Company 
October 10, 1973 
Page 2. 185a 


. 


a“ 
We would be lad to cooperate with you in any manner in - 
connection with the defense of this matter and look for- 
ward to your carly response to this letter. 


ae 


Very truly yours, 


a4 eer 
2 / 
ae Cum “—— ee oe ef 


“Gary F.. Shariock 


Ls Samwell 


Pages 186a to 198a Omitted 


Stock Certificates of Chesapeake and Ohio Railway 


Company annexed to letter of October 10, 1973 


_ reproduced at pages 184a - 185a supra 


(Omitted) 


186a - 189a 
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Dear Mr. Birdott: 


General Motors 
Seaboard Surety C 
York, relative 
Pitceburci, 
Covrety 2c No. 
commencing this 
her attorney, 


and file, 


He UI oO 


Pittsburyh, Pa. 15219 
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ARCA COOL (412) 261.Gu00 
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ATTENTION“: 


November 23, 1973 
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GM-73 '. 
Page 2 191a 


11/28/73 


ees ‘Ie is further represenced that the signature of 
Esther I. Corey was, in facet, forged and that the stock 
certificates were nesotiated and sold without her consent or 
knowledge and without her reeciving any benefit of the sale 
of same. ; 


Lt further from 2 review of photostats 
of the stock certificates 2t che signature of Esther I. 
Corey was, in fact, forped and that, in fact, your bank as 
well as the brokerage firm ferred. to above did guarantee 
the signatures. 


We hav you and your 


law firm represent 

Trust Company of 

are addressing 

legal fees which are incu 

result of the facts sect oo s., wuives: 

would be end will be the obligation o 
purpose of this letter, therefore, is 

your client to pay any ane all Legal ey 
legal fecs, VWeStiaction, anc 
necess incid to this lawsuit vhien 
my clients, C1 Motors Corporatici i 
Surety Company. 


I peek Sa advi 
elainei tf, ts chat 
the formal ri F 
the sacs Peg 
claim of Esther lL. 


GM-73 
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be accomplished so as to minimize any expenses or oblivations 
Which migvhe othervise be engendered on behalf of my clients 
and become the responsibilicy of your cliente. 
fy we 
I would apprecia this 
letter and oan indication 2s to what is “the stia.ctus the 
settlement asp EF this lawsuit and Mrs. y's claim. 


we would like to advise you and your 

client and puec you on Reet ee abies £2, im face, full. liticacion 

is undertake : ; Z pact Wa 

appropriace cis et in ‘ ense of chis lawsuit on 
t 


may consider 2t the 


behalf of Gener priedket an 6 your clienc. 


We would apnreci 
‘and thank you for your coope 
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ATTORNEYS AT LAW 
Suite 1990 Law and Finance Buikling 
Pittsburgh, Pa. 13219 
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David C.: Birdof€, Esquire 
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Mr. Hechuxe E. dinedss 

Vice President ana Seerctary 
American Genk & trust Cespany 
Oo Wal. SUtReee 

New York, New York 10005 
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in negotiable 
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Piiilaccliphia Electric Co. Common 
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cia ine oy | su 196a_ 


Hr. Herbert L. Decenver 11, 1973 


oe 


x 

tay we hear from vou shortly on chis matter, as you realise if 
we are required to pay Entucr I. Corcy, we will move to enforce our rights 
under your guaranty of signature. 
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Yours very truly, 
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( Broker's Blanked Bond (No. S. 623572) 


Annexed to Amended Supplemental Complaint 


{10 lye L4- =f¥ J, 


INSURANCE COMPANY OF NORTH AMERICA, PHILADELPHIA, PENNSYLVANIA 


A Stock Insurance Company, herein called the Underwriter 


Ines 


0. Baroff Company, 
15 Maiden Lane 
New York, New York 1003é 


e Underwriter, a Pennsylvania corporation with its principal place of business at 
G00 Arch Street in the City and County of Philadelphia. Commonwealth of 
Pennsylvania, in consideration of an agreed premium, end subject to the Deciara- 
Hons made a part hereof, The General Agreements, Conditions and Limitations, and 
bther terms of this bond, agrees tc indemnify and hold harmless the Insured to an 
amount not exceeding the Amount of Bond stated in Item 3(a) of the Declarations, 
bubiect to the Sub-Limits stated in item 3(b) of the Declarations, from and against 
ny losses, as hereinafter set forth, sustained by the Insured at any time but dis- 
avered after noon of tne date hereof and prior to the termination or cancellation 
of this bond as an entirety, or by mutual agreement. 


Wherever used in this bond Property shall be deemed to mean: 


Abstracts of Title 
Acceptances 
Bank Notes 
Bills of Exchange 
Bills of Lading 
Bonds 
Bracelets 
Bullion 
alls 
ertificates 
hecks 
cin 
onditional Sales Contracts 
oupons 
urrency 
Debentures 
Deeds 
Drafts 
vidences of Debts 
ederal Reserve Notes 
Gems 
insurance Policies, 


Assignments of Insurance Policies 


lewelry 
Money 
loney Orders 


Mortgages Upon Real Estate and/or 
Upon Chattels and Upon Interests 
Therein, and Assignments of Such 
Mortgages and Instruments 

Necklaces 

Notes 

Postage and Revenue Stamps, 

Cancelled or Uncancelled 

Precious Metals of All Kinds and in any 
Form and Articles Made Therefrom 

Precious and Semi-Precious Stones 

Puts 

Receipts 

Rights 

Scrip 

Securities 

Spreads 

Straddles 

Transfers 

Travelers Checks 

Travelers Letters of Credit 

U. S. Saving Stamps 

Warrants 

Warehouse Receipts 

Watches 

Withdrawal Orders 2 


d other valuable papers and documents and all other instruments similar to or 
in the nature of the foregoing (but excluding all electronic data processing 
ecords) in which the Insured has an interest or in which the insured acquired 
lor should have acquired an interest by reason of a predecessor's declared financial 
condition at the time of the insured’s consolidation or merger with, or purchase of 
the principal assets of, sucn prececessor or which are heid by the Insured for any 

purpose of in any capacity and wheiner so held gratuttously or not and whether or 
ot the Insured is liable therefor. 


erever used in this bond. Employee and Employees shall be deemed to mean, 
pectively, one or more -f the Insured’s officers, clerks and other employees 
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employed by the insured during the currency of this bond, and wherever located 
and one or more of the officers, clerks and other employees of any predecessor of 
the Insured whose princioal assets are acquired by the Insured by consolidation 
or merger with, or purchase cf assets of, such predecessor and Guest Students 
pursuing their studies or duties in any of the 'xsured’s offices, and attorneys wno 
are retained by the Insured to perform legai services for the Insured and em- 
ployees af such attorneys, while performing such services. 


The losses covered by this bond are as follows: 


DISHONESTY 


(A) Loss through any dishonest or fraudulent act of any of the Emplayees, com- 
mitted anywhere and whether committed directly or by collusion with others, 
including loss of Property through any such act of any of the Employees. 


ON PREMISES 


(B) Loss of Property through robbery, burglary, common-law or statutory larceny, 
theft or other fraudulent means, hold-up, sbi areal mysterious unexplain- 
able disappearance, abstraction or removal from the possession. custody or 
control of the Insured, damage thereto or destruction thereof, whether effected 
with or without violence or with or without negligence on the part of any of 
the Employees, while the Property is (or is supposed to be) lodged or deposited 
within any offices or premises Jocated anywhere, except in any of the Insured’s 
offices excluded by The Dectarations or in the mail or with 2 carrier for hire, 
other than an armored motor vehicle company, for the purpose of transoortation. 

Loss of furnishings, fixtures. stationery, supplies or equipment in any of the 
Insured’s offices covered under thts bond, or any foss througn damage to any 
such office and to the furnishings, fixtures, stationery, supplies of equipment 
therein, in either case caused dy larceny or theft in, or by burglary, robbery 
or hold-up of, such office, or attempt thereat, or by vandalism or malicious 
mischief, provided that the Insured is the owner of such offices, furnishings, 
fixtures, stationery, supplies or equipment or is liadie for such loss or damage, 
—always excepting, however, ail loss or damage through fire. 


IN TRANSIT 


(C) Loss of Property (occurring with or without negligence) through robbery, 
common-law or statutory larceny, embezzlement, misappropriation, theft, 
hold-up, misplacement, mysterious unexpiainable disappearance, being lost or 
otherwise made away wita, damage thereto or destruction thereof, while the 
Property is in wansit anywhere in the custody af uny person aciing as mes- 
senger or in the custody of amy armored rotor venicie company, eacept while 
in the mail or while being transported by cxpress or as freight after receipt 
of the Property by a carries for hire other than an armored motor vehicle com- 
pany, such transit to begin immediately upon receipt of such Property by the 
transporting person or compasy, and to end immediately upcn delivery thereof 
at destination. 


FORGERY OR ALTERATION 


(D) Loss through forgery as to a signature, or alteration of, on or in any bills of 
exchange, checks, drafts, acceptances, certificates of deposit or other written 
orders or directions to pay sums certain in money, due bills, money orders, 
warrants, orders upon public treasuries, letters of credit, written instructions 
or advices which are directed to the Insured and authorize or acknowlecge 
the transfer, payment, delivery or receipt of any funds or Property and bear the 
forged signature of, or have been aitered without the consent of any customer, 
stockbroker, banker or other financial institution, withdrawal orders or receipts 
for the withdrawal of funds or Property, or receipts or certificates of deposit 
for Property and bearing the name of the Insured as issuer, excluding, how- 
ever, coupon and serial notes, bonds, scrip, debentures and obligations of a 
similar nature, whether registered or unregistered, and coupons attached 
thereto or detached therefrom. 

Any check or draft (a) made payable to a fictitious payee and endorsed in 
the name of such fictitious payee or (b) procured in a face to face transaction 
with the maker or drawer thereof or with one acting as agent of such maker 
or drawer by anyone impersonating another and made or drawn payable to the 
one $o impersonated and endorsed by any one other than the one impersonated, 
shall be deemed to be forged as to such endorsement. 

Mechanically reproduced facsimile signatures are treated the same as hand- 
written signatures. 


SECURITIES FORGERY 


(E) Loss sustained by the Insured, including loss sustained by reason of liability 
imposed on the Insured by law or by the constitution, rules or regulations of 
any Stock Exchange of which the Insured is a member or which wouid have 
been imposed on the Insured by the constitution, rules or regulations of any 
Stock Exchange, if the Insured had been a member thereof. through having, 
in good faith and in the ordinary course of business, whether for its own 
account or tor the account of others, in any representative, fiduciary, agency or 
any other capacity, either gratuitously or otierwise, purcnased or atherwise 
acquired, accepted or received, or soid or delivered, or given any value, 
extended any credit or assumed any liability, on the faith of. or otherwise 
acted upon any securities: or other documents of title which prove to have 
been raised or otherwise altered, or lost or stolen, or on which the signature 
of any person signing in any capacity proves to have been counterfeited 
or forged, or through having, in good faith and in the ordinary course of 
business, guaranteed in writing or witnessed any signatures, whether tor 
valuable consideration or not and whether or not such guaranteeing or witness- 
ing is ultra vires the Insured, upon any transfers, assignments, bills of sale, 
powers of attorney, guarantees, endorsements or other documents upon or in 
connection with any securities or otner documents of title and which pass or 
purport to pass title to such securities or other documents of title: EXCLUOING, 
however, in any event, any loss as specified in Insuring Clause (0). 

Mechanically reproduced facsimile signatures are treated the same as hand- 
written signatures. 


COUNTERFEIT CURRENCY INSURING CLAUSE 


This bond shall also cover any loss through the receipt by the Insured, in good 
faith, of any counterfeited or aitered paper currencies or coin cf the United States 


<00a 


of America issued or purportimg to have been ‘-cued by the United States of 
America or issued pursuant to a United States of America Statute for use as 
currency. 


INDEMNITY AGAINST COURT COSTS AND ATTORNEYS’ FEES 


The Underwriter agrees to indemnify the Insured against court costs and reason- 
able attorneys’ fees incurred or paid by the Insured in the defense, whether or not 
successful, of any claim or suit brougnt against the Insured subsequent to the 
effective date hereof, with respect to whicn the Insured establishes that the act 
or acts which occurred would entitle the Insured to recovery under this bond 
(apart from this Insuring Clause) if any loss resulted therefrom. The Insured shail 
tender the defense of any sucht claim or suit to the Underwriter. and the Under- 
writer may, if it so elects. select attorneys for the defense of such ciaim or suit. 
Such indemnity shall be a part cf and not in addition to the amount of this bond, 
and payment made on any claim under this bond, including any payment for court 
costs and attorneys’ fees, shatf mct exceed (a) the amount stated in Item 3(a) of 
the Declarations or (b) the SubdLimit stated in Item 3{b) of the Declarations, as 
applicable to the Insuring Clause or part thereof under which the joss would be 
recoverable, whichever is less. 


SBDITIONAL OFFICES 


If the Insured shall, while this bond is in force, establish any additional office 
or offices, such office or offices shall be automatically covered hereunder from 
the dates of their establishmemt, respectively. No notice to the Underwriter of 
an increase during any premiums period in the number of offices or in the number 
of Employees at any of the offimes covered hereunder need be given and no addi- 
tional premium need be paid far the remainder of such premium period, unless 
such increase shall result fragn the merger or combination with the Insured of 
another concern. 


JOINT INSURED 


If more than one corporation, ao-partnership or perscn of any combination of them 
be included as Insured in the trond: 


1 


1. The first named Insured shail act for itself and for each and ali of the Insured 
for all the purposes of the tond. 


2. Knowledge possessed or discovery made by any Insured or by any partner or 
officer thereof shall for aff the purposes of the bond constitute knowledge 
or discovery by all the Insured. 


. If, prior to the terminatiom of the bond in its entirety, the bond is terminated 
as to any Insured, there stall be no liability for any loss sustained by such 
Insured unless discovered tpefore the time such termination as to such Insured 
becomes effective. 

. The liability of the Underwsiter for loss or losses sustained by any or ail of the 
Insured shall not exceed Ure amount for which the Underwriter would be liable 
had all such loss or losses ten sustained by any one of tne Insured. Payment 
by the Underwriter to the fest named Insured of !oss sustained by any Insured 
shall fully release the Underwriter on account of such loss. 

5. If the first named Insured ceases for any reason to be covered uncer the 
band. then the insured next named shall thereafter be considered as the first 
named Insured for all the pesrposes of the bond. 


e 


° e 


The foregoing agreement is subject to the following . 
Section 1. This bond does not cover: 


(a) Any loss directiy or indirectly effected by means of forgery, except when 
covered under Insuring Clause (A), (0), or (B, or the Counterfeit Currency 
Insuring Clause. 

() Any loss due to riot or civil commotion outside the United States of America 
and Canada, or any loss due to military, naval or usurped power, war or insur- 
rection unless such loss occurs in transit in the circumstances recited in 
Insuring Clause (C), and unless, when such transi. was initiated, there was no 
knowledge of such riot, civi! commotion, military, naval or usurped power, war 
or insurrection on the part of any person scting for the Insured in initiating 
such transit; or any loss due to hurricane cyclone, tornado, earthquake, vol- 
canic eruption or similar disturbance of nature; or any loss in time of peace 
or war, directly or indirectly caused by or resulting from any weapon of war 
employing nuclear fission or fusion or radio-activity. 

(c} Any loss resulting directly or indirectly from the act or acts of any person 
who is a member of the Board of Directors of the Insured or a member of any 
equivalent body by whatsoever name known unless such person is also an 
Employee or an elected official of the Insured in some other capacity, nor, in 
any event, any loss resulting directly or indirectly from the act or acts of any 
person while acting in the capacity of a member of such Board or equivalent 
body; or any loss resulting directly or indirectly from any dishonest, fraudu- 
lent or criminal act of any partner of the Insured. 

() Any loss the result of any loan made or credit extended by the Insured or by 
any of its Partners, Directors or Employees, whether authorized or unguthor- 
ized, or from the complete or partial non-payment thereof or default thereon, 
whether such loan or credit was procured in good faith or through trick, 
artifice or fraud, except when covered under Insuring Clause (A), (0) or (B 
hereof. 

e) (1) Any loss resulting directly or indirectly from trading, including all trans- 
actions involving the purchase, sale or exchange of securities, with or 
without the knowledge of the insured, in the name of the Insured or other- 
wise, whether or not represented by any indebtedness or balance shown to 
be due the Insured on any customer's account, actual or fictitious, and 
notwithstanding any act or omission on the part of any Employee in con- 
nection with any account relating to such trading, indebtedness, or balance. 

If any instrument covered under Insuring Clause (D) or (E) is involved in 
any trading loss, then this subsection (e) snail not be construed as exciud- 
ing liability under Insuring Clause (0) or (© on account of such instrument 
for the amount recoverable thereunder, but in no event for an amount in 
excess of the amount applicable under this bond for the payment of such 
loss. 

(2) (Applicable only if an amount is shown in Item 3(b\(3) of the Declarations) 
Any loss resulting directly or indirectly from trading, including all trans- 
actions involving the purchase, sale or exchange of securities, with or 
without the knowledge of the Insured, in the name of the Insured or other- 
wise, whether or not represented by any indettecness or balance shown to 
be due the Insured on any customer's account, actual or fictitious, except 
when covered under Insuring = 'ause (A), (D) or (8). 

if any instrument covered vider Insuring Clause (D) or (2 is involved in 
any trading Joss, then this subsection (e) shail not be construed as exciud- 
ing liability under Insuring Clause (0) or (E) on account of such instrument 
for the amount recoverable thereunder, but in no event for an amount in 
excess of the amount applicable under this bond for the payment of 
such loss. 

{f) Any loss of Property contained in customers’ safe deposit boxes unless such 
loss be sustained through any dishonest or fraudulent act of an identifiable 
Employee under such circumstances as shail make the Insured legally liable 
therefor. 

(g) Any loss of Property or any loss of privileges through the misplacement or loss 
of securities as set forth in Insuring Clause (C) while such Property or securt- 
ties are in transit in the custody of any armored motor vehicle company, unless 
such loss shall be in excess cf the amount recovered or received by the 
Insured under '2) the Insured’s contract with said armored motor vehicle 
company, (b) insurance carried by said armored motor vehicle company for the 
benefit of users of its service, and {c) ail other insurance and indemnity in 
force in whatsoever form carried by or for the benefit of users of said armored 
motor vehicle company’s service, and then this bond shall cover only such 
excess. 

(h) Any loss resulting from any violation by the insured, or by any Employee, 
Partner or Director of the insured, of the Securities Act of 1933, the 
Securities Exchange Act of 1934, the Investment Company Act of 1940, the 
Investment Advisers Act of 1940, as heretofore or hereinafter amended, of any 
other federal, state or municipal statute regulating securities transactions or 
any rule or regulation made pursuant to any of the said statutes unizss it is 
established by the Insured that the act or acts which caused the said loss 
involved fraudulent or dishonest conduct which would have caused a ioss to 
the Insured in similar amount in the absence of such statutes, tules or 
regulations. 


“sng and limitations: 


-~ ' 2 ach 


zach security with respect to which a claim is 

smoof of loss by certificate or bond number. 
WARRANTY 

Section 2. No statement made by or on behalf of the Insured, whether contained 

in the application or otherwise, shall be deemed to be a warranty of anything 

except that it is true to the best af the knowledge and belief of the person making 


the statement 
NGTICE OF LOSS 291a 


Section 3. The Insured shall give to the Underwriter written notice of any loss 
herewnder as soon as possible axter the Insured shail learn of such loss, and 
within ninety days after learning af such loss shall file with the Underwriter an 
itemized proof of claim duly sworm te. The Underwriter shall have thirty (30) days 
after notice and proof of loss within which to investigate the claim, but where 
the loss is clear and undisputed. settlement shall be made within forty-eight 
hours; and this shall apply notwitmstanding the loss is made up wholly or in part 
of securities of which duplicates may be obtained. 


VALUATION OF PROPERTY 

; Securities 
Section 4. The value of any seezrities. for the !oss of which claim shall be 
made under this bond, shall be datermined by the cost of an equivalent amount 
of securities of the same issue purchased by or at the instance of the Under- 
writer; provided, however, that if, prior to such purchase by or at the instance of 
the Underwriter, the Insured shall be compelled, by the demands of a third party 
or by market rules, to assume the cost of an equivalent amount of securities of 
the same issue, and shall notify the Underwriter, in writing, of such comculsion, 
such cost shall be taken as the waiue of such securities. The amount of the 
Insured’s claim on account of amy such loss shall be deemed to be the cost of 
such securities as herein determined. In case of a ioss of subscription, conver- 
sion, redemption or deposit orivileges the amount of such loss shal! be 
the value of such privileges immediately preceding the expiration thereof. If 
any securities for the loss of whicn claim shall be mace under this bond connot 
be replaced or have no quoted maraet value, or if such subscription, conversion, 
redemption or deposit privileges Rave no quoted market vaiue, tneir value shall 
be determined by agreement or arbitration. Any loss sustained under ‘this bond 
of money, currency cr funds of amy country shall be paid in the United States of 
America dollar equivalent of the money, currency or funds of sucn country. Any 
other loss sustained at any of the {nsured’s offices covered under this band and 
payable in money shail be paid in the United States of America dollar equivalent 
of the money, currency or funds cf the country in which sucn office is located. 
Any foreign exchange loss for which claim shail be made under this bond snail be 
determined by the average rate of exchange on the day preceding the discovery 
of such less. 
In the event that any securities shall become the subject of claim under the 
bond, and the value of such securities as determined by the cost of an equiv- 
alent amount of securities of the same issue at the time of loss shall exceed 
the bond amount stated in the opening paragraph of the bond, then in lieu of 
computing the amcunt of the Insured’s claim as provided in the first paragraph 
of this section, the Underwriter shail: 
(a) Determine that portion of the loss which must be reserved immediateiy for the 

purchase of securities, not to exceed the bond amount, and 
(>) Utilize the remainder of the band amount, if any, for the payment of premiums 

for the purchase of Lost Instrument Bonds or Undertakings as required for the 

replacement of any or all duplicatable securities forming a part of the Insured’s 

loss, including that portion of the duplicataole securities which represent loss 

in excess of the bond amount. 
PROVIDED, HOWEVER. that the Underwriter may, in lieu of paying any or all of the 
premiums specified in sud-section (b) above, execute the necessary Lost Instru- 
ment Bonds or Undertakings at its regularly filed rates upon execution by the 
Insured of the usual application and indemnity agreement soecificaily agreeing to 
indemnify and hold the Unaervriter harmless on that cortion of any uitimate loss 
on such securities which shall exceed the amount remaining after deducting from 
the bond amount the sum determined in (a) above and the sum of any premiums 
actually paid in accordance with sub-section (6) above. 
The Underwriter’s liability under this bond on ail Lost Instrument Sonds or Un- 
dertakings executed or purchased as above shall not exceed the amount of this 
bond less the amounts determined in sub-sections (a) and (b) for the purchase of 
securities and the payment of premiums for Lost instrument Bonds or Under- 
takings. The Underwriters liability under such Lost Instrument Bonds or Under- 
takings in excess of the aforesaid amount shail be strictly one of suretyship only 
and the Insured shail be liable as principai for all sucn excess liability. 


Books of Accounts and Other Records 

in case of any loss of or damage to Property consisting of books of accounts or 
other 1’ ords used by the sured in the conduct of its business. the Underwriter 
shall be liable under this bord onty if such books or records are actuaily 1epro- 
duced and then for not more than the cost of biank books, blank pages or other 
materials plus the cost of labor for the actual transcription of Copying ot data 
which shal! have been furnished by the insured in order to reproduce such docks 
and other records. ‘ 


(i) Any loss of securities i 
submitted is identified in 


« 


rroperty Other Than Securitie: HY 

In case of any loss of or damage to any Property ott. | an securities, books of 
accounts or other records as aforesaid or damage to the Insured’s offices covered 
under this bond, or loss of or damage to the furnishings, fixtures, stationery, 
supplies and equipment therein, the Underwriter shall not be liable for nore than 
the actual cash vaiue of such Property, or of such furnishings, fixtures, stationery, 
supplies and equipment, or for more than the actual cost of repairing such 
Property or offices, furnishings, fixtures, stationery, supplies and equipment, or of 
seplacing same witn property or material of like quality and value. The Under- 
writer may, at its election, pay such actual cash value, or make such repairs or 
feplacements. If the Underwriter and the insured cannot agree upon such cash 
value or such cost of repairs or replacements, such cash value or such cost shail- 
be determined by arvitration. 


~ 


LEGAL PROCEEDINGS 


Section 5. No action or proceeding shall be brought under this bond in regard to 
any loss, unless begun within twenty-four months after the Insured snail learn of 
such loss, except that any action or proceeding to recover hereunder on account 
of any judgment against the Insured in any suit mentioned in the Indemnity 
Against Court Costs and Attorneys’ Fees Clause, or to recover attorneys’ fees paid 
in any such suit, shall be begun within twenty-four months from the date upon 
which the judgment in such suit shall become final. In case such limitation be 
void under the law of the place governing the construction hereof, then any such 
action or proceeding shall be begun within the shortest period of {imitation per- 
mitted by such law. 


DISTRIBUTION OF SALVAGE 


Section §. In case of recovery, whether made by tie Insured or the Underwriter, 
on account of any loss coming within the coverage of this bond, from any source 
other than insurance, suretyship. indemnity or reinsurance, the net amount of 
such recovery, after deducting the actual cost and expense of making same, shall 
"be applied, if such recovery be made before payment dy the Underwriter, as fol- 
lows: if such loss be in excess of the amount of this bond plus the amount of the 
Insurance of any co-insurers of the Underwriter and plus the amount of any 
deductible (i. e., the amount over which this bond is written as excess, or that 
part of any loss or losses which must be deducted before insurance under this 
bond applies) and of any underlying insurance or suretyship, then such net 
recovery shall be applied to such excess in reduction of tne loss of the Insured 
and the balance, if any, shail be applied to that part of such loss for which the 
Underwriter and its co-insurers. if any, are liable; or if there be no such excess 
lass, then such net recovery shall be applied to that part of such loss for which 
the Underwriter and its co-insurers, if any, are liable. If such recovery de made 
after payment by the Underwriter, then such net recovery shall be applied as 
follows: if there be any such excess loss, then such net recovery shall be applied 
to such excess, and the baiance, if any, shail be eppied to ths reimbursement of 
the Underwriter and its co-insurers, if any, proportionately; or if there be no such 
excess loss, such net recovery shail be applied to the reimbursement of the 
Underwriter and its co-insurers. if any, proportionately. The Insured shall execute 
all necessary papers to secure to the Underwriter the rights herein provided for. 


NON-REDUCTION OF LIABILITY 


Section 7. The amount of indemnity specified in the Declarations shall not be 
reduced by the payment of any loss or losses, but shall be the Underwriter’s 
maximum liability for any loss or losses arising from: (a) any one act, not implicat- 
ing an Employee, of robbery, burglary, hold-up or attempt thereat. or (b) any one 
act or omission of any person iwhetner or not an Employee) resulting in mispiace- 
ment of, damage to, or destruction of, Property, or (c) acts or omissions, other 
than those as described above, in which any person (whether or not an Employee) 
is concerned or implicated. or id) any other single casualty or event. In no event 
shail the said maximum liability be muitiplied or otherwise increased by the num- 
ber of years this bond shail continue in force or the number of premiums paid or 
payable thereon. 
Limit of Liability Under This Bond and Prior Insurance 

With respect to loss or losses set forth in subsection ic) of the first oaragraph of 
this section which are recoverable or recovered in whole or in. part under any 
other bonds or policies issued by the Underwriter to the Insurea ar to any prede- 
cessor in interest of the Insured and terminated or cancelled or allowed to expire 
and in which the period for discovery has not expired at the time any such loss or 
losses thereunder are discovered, the total liability of the Underwriter under this 
bond and under such other bonds or policies shali not exceed, in the aggregate, 
the amount carried hereunder on such loss ar losses of the amount available to 
the Insured under such other bonds or policies. as limited by the terms and con- 
ditions thereof, for any such loss or losses, if the latter amount be the larger. 


204, ) 
If the coverage of the a sand supersedes in whole or in part the coverage 
of any other bond or policy .. wasurance issued by an Insurer ciner tha’.*he 
Underwriter and terminated, cancelled or allowed to expire, the Underwriter, with 
respect to any loss sustained priae to such termination. canceilation or expiration 
and discovered within the period permitted under such other bond or policy for the 
discovery of loss thereunder, shall be liable under the attached bond only for that 
part of such loss or losses covered by the attached bond as is in excess of the 
amount recoverable or recovered on account of such loss or losses under such 
other bond or policy, anything ta the contrary in such other bond or policy 


notwithstanding. : 2022 


OTHER INSURANCE GR INDEMNITY 
Section 8. If the Insured carries or holds any other insurance or indemnity cover- 


ing any loss or losses covered by this bond. the Underwriter shall be liable here- 
‘under only for that part of such 


33 or losses which is in excess of the amount 


recoverable or recovered from such other insurance of indemnity. In no event 
shail the Underwriter be liable far more than the amount of the coverage of this 
bond applicable to such loss or losses; subject, nevertheless, to Section 7 of 
this bond. 


TERMINATION OR CANCELLATION 


Section 9. This bond shall be deersed terminated or cancelled as an entirety— 
(a) thirty days after the receipt by the Insured of a written notice from the Under- 
writer of its desire to terminate ce cancei this bond, or (b) immediately upon the 
receipt by the Underwriter of a written request from the Insured to terminate or 
cancel this bond, or (c) immediately upon the t2king over of the Insured by a 
receiver or other liquidator or by State or Federal officials. or (d) immediately 
upon the taking over of the Insured by ancther institution. The Underwriter shail, 
on request, refund to the Insured the unearned premium, computed pro rata, if 
this bond be terminated or canceifed or reduced by notice from, or at the instance 
of, the Underwriter, or if terminated or cancelled as orcvided in subdivision (c) of 
(d) of this paragraph. The Underwriter shail refund to the insured the unearned 
premium computed at short rates if this bond be terminated or cancelled or 
reduced by notice from, or at the instance of, the Insured. 

This bond shall be deemed terminated or cancelled as to any Employee—{a) as 
soon as the Insured shai! learn of any dishonest or frauduient act on the oart of 
such Empioyee. without prejudice to the less of any Property then in transit in 
the custody of such Employee, or tb! fifteen days after the receipt by the Insured 
of a written notice from the Underwriter of its desire to terminate or cancel this 
bond as to such Employee, 


RIGHTS AFTER TERMINATION OR CANCELLATION 


Section 10. At any time prior to the termination or cancellation of this bond as 
an entirety, whether by the Insured or the Underwriter, the Insured may give to 
the Underwriter notice that it desires under this bond an additional period of 
twelve months within which to discover joss sustained by the Insured prior to the 
effective date of such termination of cancellation and shail pay an additional 
premium therefor. If this bond is terminated or cancelled as an entirety by 
reason of the taking over of the Insured by a receiver or other liquidator or by 
State or Federal officials, such raceiver or other licuidatar or State or Federal 
officials shall have the rights of the Insured and be sudject to the same limita- 
tions as set forth in this paragraph provided that such rights are exercised by 
actice to the Underwriter within thirty days atter such Insured is taken over by 
such receiver or other liquidator or State or Federal officials and proviced, further, 
that such Insured has not previously exercised such rights. Upon receipt of such 
notice from the Insured or from such receiver or other liquidator or State or 
Federal officials, the Underwriter shail give its written consent thereto; orovided, 
however, that such additional period of time shall terminate forthwith on the 
effective date of any other insurance 
(1) obtained by the Insured or its successors in business. other than such 
receiver or other liquidator or State or Federal officials, resiacing in whole or 
in part the insurance afforded by this bond. whether or not sucn other insur- 
ance provides coverage for loss sustained pricr to its effective date, or 
} obtained by such receiver, liquidator or State or Federal officials replacing in 
whole of in oart the insurance afforded by this bond out only if such other 
insurance provides coverage two some extent for loss sustained prior to its 
effective date, and 


in the evert that such additional period of time is terminated, as herein provided, 
the Underwriter snail refund any unearned premium. 


Sestiun 11. By acceptance of this Bond the Insured agrees that it embodies all 
agreements existing between the Insured and the Underwriter or any of its agents 
felating to this insurance. 


IM WITNESS WHEREOF, the INSURANCE COMPANY OF NORTH AMERICA has caused this Bond to be signed by its president and secretary-treasurer at Philadelphia, 
Peansyivania, and countersigned on the Declarations page by a duly authorized agent of the Underwriter. 


[Stove] 


_ GEOFFREY STENGEL, Secretary-Treasurer 


Abd Ho 


H. RICHARD HEILMAN, President 


INSURE COMPANY OF NORTH AMERICA, | ELPHIA, PENNSYLVANIA 


BROKERS’ BLANKET BOND >; 
Form No. 14 253a 


DECLARATIONS 


J wanes" § 623572 


INSURED 


terein F. 0. Baroff Company, Inc. 


a 15 Maiden Lane 
Psonoan New York, New York 10038 


t 


. Bond Period: from noon on CS CL, Re ee meme: SARE ec 
(Year) 


to noon on the effective date of the cancellation or termination of this Bond, standard time at the Principal Address as to each 
of said dates. 


. Table of Limits of Liability 
(a) Amount of Bond $400,090. 
(b) Sub-Limits 
The liability of the Underwriter as stated in (a) above is further limited to the amount specified below 
with respect to the following coverages. The amounts specified below shall be a part of and net in 
“addition to the Amount of Bond, and Section 7 of the bond shall be subject ta the amounts specified 
below. 
(1) Misplacement or mysterious unexplainable disappearance, under Insuring Cause (B) $.109,200. 
(2) Insuring Clause (E), Securities Forgery 5. 109,900 ° 
(3) Trading Less, under Insuring Clause (A). (When an amount is shown for thas Sub-Limit (3), Section 
1 (e)(1) is deleted and Section 1 (e)(2) is substituted therefor) $..L090 Pe @. ° 


_ Offices Covered—All of the Insured’s offices in existence at the time this bond becomes effective are covered under this bond 
except the offices located as follows: ee " 
wo Exceptions 


. Riders—The liability of the Underwriter is subject to the terms of the following riders attached hereto: 


. The Insured by the acceptance of this bond gives notice to the Underwriter terminating or canceling prior bond(s) or policy(ies) 
No. , such termination or cancellation to be effective as of the time this Bond becomes effective. 


. Notification—The Underwriter will mark its records to indicate that p.2-\] Stockexchange 
located at 1 20 South 17th Street, Yi 3 a ae 19193 is to be notified promptly 
concerning the cancellation or terimination of the bond 2s an entirety or as to any Empieyee covered thereunder whether such 
cancellation or termination be effected by notice from the Insured or the Underwriter are will use its best efforts to so notify 
said Exchaase but failure to so notify said Exchange 
shall not impair or delay the effectiveriess of any such cancellation or termination. 
"0 CHANCE CR MODIFICATION OF OR IN THE AGRESVENTS, 
SZITATIONS OR CONDITIONS OF THE ATTACHED BOND SHALL 8& f 
FECTIVE UNLESS SUCH CHANGE OR MODIFICATION IS IN eS 
RITING AND SIGNED BY THE PARTY OR PARTIES AGAINST Countersigned By rr eecseesennneesecesnnenennraneceen pic cecennaaeen 
OM ENFORCEMENT IS SOUGHT." Authorized Agent 


$B-256 Printed in U.S.A. 


- 7 
1 


IHSbuailCE COMPANY OF HORTH ALIERICA, PHILADELPHIA, PENNSYLVANIA 
RUGS 


Deductible Rider 
To Provide Deductible Amount: 
@ Under All Clauses Except D or E 
= peo Cleuse D on "Argregate” Basis 
(3) Under Clause E on "Aggregate" Basis 
BAROPF COMPANY 


Effective date of rider: From noon on Aucust 24 2 1971 


To be attached to and form part of Blanket Bond, Form No. 14° No. S-62 2 


It is agreed that: 


1. The Underwriter shall not be liable under any of the Insuring Clauses o. the 
attached bond, other than the Cleuse concerning Court Costs and Attorneys' Fees, und 
other than Insuring Clause (D) or (£) if coverege under either or both of such Insur- 
ing Clauses is afforded under the attached tond, on account of loss es specified, re- 
spectively, in subdivisions (a), (b), (c) and (d) of Section 7 of the attached bond, 
unless the amount of such loss, after deductins the net amount of all reimbursement 
and/or recovery obtained or made by the Insured, other than from any bond or policy 
of insurance issued by a surety or insurance company and covering such loss, or by 
the Underwriter on account thereof prior to payment by the Underwriter of such loss 
shall exceed the sum of "2VE THOCUSA! 4 

Baja tise 
cable coverage of such bond if such amount.be smaller. The Clause concerning Court 
Costs and Attorneys' Fees is subject to the deductible provisions containe therein. 


2. The Underwriter shall not be liable under Insuring Clause (D) of the attached 
bond on account of loss caused by acts of any one person or acts in which such person 
is concerned or implicated, unless the amount of such loss or the aggregate of such 
losses after deducting all recoveries on account thereof made prior to payment by the 
Underwriter on account of such loss or losses shall be in excess of FIVE THOUSAN 

Dollars ($ 5,090.00) and then for such excess only, but in no event for 
more than the Limit of Liability stated in Item 3 of the Declarations the attached 
bond. 


3. The Underwriter shall not be liable under Insuring Clause (E) of the attached 
bond on account of loss caused by acts of any one person or acts in which such person 
is concerned or implicated, unless the amount of such loss or the aggresate of such 
losses after ceducting all recoveries on account thereof made prior to rayment by the 
Underwriter on account of such loss shall be in excess of FIVE THOUSAND 

Dollars ($ 5,000;00) and then for such excess only, but in no event for 
more than the Limit or Liability stated in Item 3 of the Declarations o% the attached 
bond, or the amount of coverage applicable to Insuring Clause (£) if such amount be 
smaller. ; 


4, If "Nil", “Not Applicable" or equivalent is inserted, in. lieu of an amount, 
in any of the preceding paragraphs, such parasraph and any other reference thereto 
in this rider shall be deemed to be deleted from this rider. 


(continued on second page) 


5. The attached bond is hereby amended by cancelling and term‘ ating prior 
Deductible Rider(s) attached to said bond and uore fully described as follows: 


Deductible Amount A glicabie to (Semerine Clause(s}} Dated Effective 


6. This rider applies to loss sustained at any time but discovered after noon 
on the effective date hereof. 


7.e Tne attached bond shall be subject to all its agreements, limitations and 
conditions except as herein expressly modified. 


Countersigned by 


Accepted: F..0. DAROFF COMPany, INC. 2 QD 
py At kn tie | peck} — basse be Repu Land 


Awthorized Agent 


Exhibit K 


(Letter dated February 13, 1974 of Postal Inspector S.N. Mccusick) 


Annexed to Amended Supplemental Complaint 
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OFFICE DEPARTMENT €C) 


POSTAL IN“ °CCTOR ce '2°96a 


iesPcc Tor 


at 


Chicago, Illinots 60607 


‘February 13, 1974 


Mr, Herbert CG. Labbie 

605 Manor Bulleins 

564 Forbes Avenue 

Pittsburgh, rennsylvenia 15219 


Dear tr, Labbie: 


case no. 203-10950-5 
District Court 
Docket No. 73 CQ 265 


Please be advised that in the Mail Fraud prosecution involving the 
Esther I. Corey stock certificates the rollowing has resulted: 


Defendant Donald A. Geel wns sentenced on January 4, 1974 to five 


eers' protaction, with the firsts nincty days in prison. 
¥ ’ 


Defendant Willien J, Lysen wes sentenced on January 15, 1974 to seven 
yeers in prison. lLysen flied notice or intent to appecl, however, his 


- bond was revoked ond he was taken 


into custody pending epreal. 


Any docemants subtoenaed cr otherwise odteined by the Goverscent must 


be. retsinsd by She Conse, psndins 
will be returned om cezpletion oF 


On behal? of tho U. S. Attorney's 


r 3 at tte — 
service, L would 22's t9 chose os 


the ouscomsa of Lysen'’s arseal. They 
vent court action, 


office end the Postal Isssection 


tes gos coocerascicon in this Cisco. 


Should ros Gove evr siarase ctkascicna concerning this mattor, do ose 


hesitate to comtacs m2. 


Sincerely, 


re oo ee 


5. MN. Metusie: 
Postal inspeccer 


e 


Exhibic K 


Exhibit L. 


(Letter dated April 2, 1974 from Insuramce Company 
of North America to Herbert G. Labbie) 


Annexed to Amended Supplemental Complaint 
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INSURANCE COMPANY OF NORTH AMERICA 
Life insurance Company of Monn Amenca + Prahic Emotoyers Grouse 


623 Wainue Street, P.O. Box 16:6, Prilageionia, Pa. 39103 WAInut 56330 


April 2, 1974 File No. 990 8 61 07 05 


Herbert G. Labote, 
605 HWanor Building 
564 Forbes Avenue 

Pittsburgh, Penna, 


Thank 
closed ¢ 
Mr. MeXus ici) 


oO 


AS requested, 
bond limit 
the Ester 


“ 


31900 12 
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, deing duly sworn, states: 
lam 
I have read the within 
and know it is true to my knowledges, excepe as to those maticrs stated thersia to be on information and 
belicf and as to those matters, I believe it to be trus. 
Sworn to before me this day 
ot , 19 


New York, N. Y. 3 AFFIRMATION OF SERVICE OF MAIL 


» a0 atterney 


admitted :o practice in the Courts of ths State of New York, adicms under che ceaalties of serjury chat 
on Pe, , iserved a copy of the wichin 


by depositing -be same ia xa caclosed sost-naid orcceri: : eaveicce in an oficial Caictsd Siares 


Service desository ac Ons Cuase Maniattsa 2! ; &, N. ¥. 10005, direczed to said attorsevts) 


the address above stared. 


STATE OF NEW YORK I T OF SERVICE 3Y Ma 
$5. AFFIDAVIT CF SERVICE 3Y MAIL 
COUNTY OF NEWYORK y Abate os ‘s 
, being duly sworn, states: 
Tam not a party to this action. On wid , served a copy cf the within 


upen 


by depositing the same in :n enclosed post-piid propesiy addressed envelope in an official United States Postal 
Service depository at Qne Thase Manhattan Plazz, New \‘ork, N. Y. 10005, directed to said attorney(s) at 
the address above stated. [am aot a party to chs action. 

Sworn to before me this day 


STATE OF NEW YORK — : AFFIDAVIT OF PERSONAL SERVICE 
COUNTY OF NEW YORK 


, being diy sworn states 
Tam act a party to the action. Ona Py , I served a copy of the within 


upon 


‘ho 
Ww Qciuveriny (0 und isaving persogailv with (ne aierenamed of ine 4 a sey 3G ye x "sue coor <herect, 


Sworn to ceiore me thus 


of 


INDEX NO. 72 Civ. 60 


UNITED STATES DISTRICT CQURT 
SOUTHERN DISTRICT OF NEW YORK 


In re 
F. 0. BAROFF COMPANY, INC., 
Debtor, 
AMERICAN BANK & TRUST COMPANY, 
Plaintit€e, 


-against- 
EDWARD S. DAVIS, Trustee for the 
Liquidation of the Business of 
F.0. Baroft Company, inc., 
Defendant. 


AMENDED SUPPLEMENTAL 
COMPLAINT 


REAVIS & McGRATH 


Attorneys for Plaintiff 


One Chase Manhattan Plaza 
New York, N. Y. 10005 
(212) 269-7600 


CERTIFICATION OF COPY 


an altorney admilted to practice in the Courts of the 
State of New York, certifies that I bave compared 
the within copy of 


with the original and have found it to be a true and 


complete copy. 


New York, N. Y. 


COPY RECEIVED 


OCT y 1974 


PerkeS EYZEAN & iS} 


Ee 


Defendant's Notice of Motion for Summary Judgment 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter 
of 
72 Civ. 60 
fs (OL BARORP’ CO.., ING., 
NOTICE OF 
MOTION 
AMERICAN BANK & TRUST CO., 
Plaintitr, 
-against- 
EDWARD S. DAVIS, Trustee for the 
Liquidation of the Business of 


F. 0. SAROFF CO., INC., 


Defendant. 


PLEASE TAKE NOTICE that upon the pleadings filed herein, 
the annexed Memorandum submitted on behalf of Edward S. Davis, 
Trustee (the "Trustee"), and the annexed affidavit of J. Bruce 
Ferguson, the Trustee hereby moves this Court for summary judg- 
ment pursuant to Rule 56 of the Rules of Civil Procedure for the 
United States District Courts on the ground that there is no 
genuine issue as to any material fact and the Trustee is entitled 
to judgment as a matter of law; and for such other, further and 
different relief as to the Court may seem just and proper. 

Dated: New York, New York 
October 25, 1974 Yours, etc. 


HUGHES HUBBARD & REED 


Ly, ee aa 
A ember of the Firm 
Attorneys for the Trustee 
One Wall Street 
New York, New York 10005 


Affidavit of J. Bruce Ferguson 


In Support of Defendant's Notice for Summary Judgment 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter 


of 


72 Civ. 60 
QO. BAROFF Co.., INC.., 


Debtor. : AFFIDAVIT 


AMERICAN BANK & TRUST CO., 
Plaintiff, 
~against 
EDWARD S. DAVIS, Trustee for the 
Liquidation of the Business of 


F. O. BAROPF CO.,, INC. , 


Defendant. 


STATE OF NEW YORK.:) 
£ SS.% 
COUNTY OF NEW YORK) 


J. SRUCE FERGUSON, being duly sworn, deposes and says 


1. I am an attorney associated with the firm of Hughes 
Hubbard & .ieed, attorneys for the Trustee for the liquidation of 
F. 0. Baroff Co., Inc. and I am fully familiar with the facts 
hereinafter stated. 

2. This Affidavit is submitted in support cf the motion 
by defendant Edward S. Davis, Trustee ("the Trustee") for 
summary judgment pursuant to Fed. R. Civ. Proc. 56 on the grounds 
that (a) there is no genuine issue as to any material fact and 
(0) the Trustee is entitled to judgment as a matter of law. 

3. For the purposes of this action, the facts are as 
stated in the Bank's complaint dated June 17, 1974, as amended 
on October 7, 1974, with the exception of paragraph 20; and in 


addition 


ee 


212a 


4h, The Trustee has wreleased to the Sank the remaining 
funds neld in the escrow account at the Irving Trust Company in 
the amount of $79,321.62; and 

5. In December 1971, the Debtor paid Esther Corey 
$5,128.54 with respect to accrued dividends on securities stolen 
from Corey and an additional $9,240.87 to Loeb Rhoades & Co. for 
the loss it sustained on its sale for the Debtor of certain of 
the stolen securities which it was required to return to Esther 
Corey; and 

6. The Trustee has filed a claim under the Broker's 


rried by the Debtor and has received payment of 


There is no genuine 4ssue to be tried as to any 
material fact. 


Dated: New York, New York 
October 25, 1974 


Sworn to watoTe this 


25th day of October, 1974 


hotary rubiic 


‘GERALOINE MESA 
Nersry Public, Store of New York 
No. 31-7909440 
Qualified in New YorkCourty 
Corremusuon Expwes Morch 30, 1976 


Affidavit of Robert Migaty 


In Opposition to Defendant's Motion for Summary Judgment 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT CF NEW YORK 


In the Matter 
-of- 
F. 0. BAROFF COMPANY, INC., 
Debtor. 
72 Civ. 60 
AMERICAN BANK & YRUST COMPANY, 
Plaincife£. 
-against- 
EDWARD S. DAVIS, Trustee, 


Defendant. 


STATE OF NEW YORK 
}Ss.: 
COUNTY OF NEW YORK 
ROBERT MIGATZ, being duly sworn deposes and says: 
pa I am an executive vice president of American 
Bank & Trust Company ("‘American''), plaintiff in the above 
captioned matter, and submit this affidavit in opposition to 


the Trustee's motion for summary judgment and in support of 


American's motion for summary judgmert. I have personal knowledge 


of the facts hereinafter set forth. 


24 American commenced this proceeding to compel the 
Trustee to file a proof of claim on the Brokers Blanket Bond of 
F,0. Bareff Co., Inc. ('Baroft")) ‘Sinee the institution of this 
proceeding, American has been advised that on July 10 and 


September 18, 1974 the Trustee did, in fact, file proofs of 


claim under the Bond and has received the sum of $100,000 there- 


under. American claims that by virtue of Baroff's indebtedness 


to it, it is entitled to the insurance proceeds. 


34 The pertinent facts with respect to American's 
application are set forth in its amended complaint, which facts 
the Trustee (for purposes of this motion) has conceded are true. 
It is the Trustee's position that in no event is American entitled 

SO Bie TarSurance: SrOCeeds oy! i 

4. In addition to those facts which are set forth 
in American's amended complaint, the court should also be advised 
of the following: 

a) In January of 1970 American entered into an 
agreement with Baroff pursuant zo which it agreed to clear Baroff's 
sales and purchases of securities and to loan and advance to Baroff 
varying sums of money in connection with the operation of its 


business. 


215a 


b) In connection with the foregoing arrangement, 
Baroff executed a Collateral Loan & Security Agreement ("Security 
Agreement") in favor of American, a copy of which is annexed to 
American's Proof of Claim. (See Exhibit A to the amended complaint). 


¢c) Pursuant to the terms and provisions of the 


Security Agreement, Baroff delivered negotiable securities, duly 


endorsed for transfer, as collateral for its liabilities = 
indebtedness as defined in the agreement. 

d) At the time Baroff was placed in liquidation, 
American had in its possession certain negotiable securities 
which had been placed and delivered to it by Baroff as collateral 
security for its indebtedness. 

e) On or about January 27, 1972, American entered 
into an agreement with the Trustee (herezfter "Sales Agreement”) 
allowing American to sell the securities and to deposit the net 
proceeds of sale into escrow with the Irving Trust Company, Rh 
Wall Street, New York, New York. American, the Trustee and the 
Irving Trust Company also entered into an escrow agreement pursuant 
to which the net proceeds of the sale of the securities were to be 
held by the Irving Trust Company. 


The Sales Agreement provided as follows: 


This Agreement is without prejudice to 
the rights and causes of action which 
either of the parties hereto may have 
-or might have in the absence of this 
Agreement, which are retained and 
preserved with the same force and 
effect * * *, 


£) Thereafter, the securities were sold and the 
proceeds of sale were placed in escrow in accordance with the terms 
of the above agreements. 

g) Subsequently, American applied to this court for an 


order directing that its claims for unpaid loans and advances, 


interest thereon and attorneys fees be paid from the escrow funds. 


’ 


In addition, American also requested that the balance of the escrow 


funds remaining after said payments continue to remain in escrow 


to be applied towards any liability or damages American might 
incur as a result of the claim of Esther 1. Corey, set forth in 
detail in paragraphs 9 through 19 of the amended complaint herein. 
Ss The Trustee initially opposed American's application 
in its entirety. Subsequently, the Trustee agreed to the payment 
of American's claims for unpaid loans and advances and attorneys 
fees. However, the Trustee would only consent to paying interest 
to American from the profits which were realized from investment of 


the escrow funds. The Trustee claimed that American was not entitled 


2172 


to receive the balance of its interest from the proceeds of sale 
of its collateral. Additionally, the Trustee opposed any portion 
of the escrow funds being utilized to satisfy the Corey claim 
upon the grounds that it was neither covered by the Security Agree- 
ment nor allowable under the Bankruptcy Act. 

6. Argument on American's application with respect 
to the interest claim and the Corey claim was heard by this 
eourt in. June, 1972. 

7s Subsequently, upon American's payment to Esther 
I. Corey of $180,449.58 as set forth in the amended complaint, 
the Trustee instructed the escrow agent to pay the balance of the 
escrow funds to American. This is the payment of $79,321.62 
referred to by Mr. Ferguson in his affidavit. Of this sum, 
$5,208.75 consists of unpaid interest. 

8. Thus, American still has a claim in excess 
of $100,000. Although the Trustee opposed anv allowance of the 
Corey claim, he has since reversed his position and in his 
Memorandum of Law filed in connection with this motion, he states 


in a footnote on page 7: 


« 


The Trustee does not oppose the allowance 

of the Bank's excess claim as that of an 

unsecured general creditor. 

9. By virtue of the foregoing, American is entitled 
to summary judgment in its favor directing that the Trustee pay 


to it all the insurance proceeds he received under the bond 


‘issued by the Insurance Company of North America in connection 


with the claim of Esther I. Corey. 


7a 
la ae / s ) 
; ». JERRY KOWALSI 
ny Notary Public, State of New York 
No. 24-7347675 


Qualified in Kings Céunty 
Commission Expires March 30, 197.4, 


Plaintiff American Bank & Trust Company 


Notice of Motion for Summary Judgment 
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Supplemental Affidavit of James W. Giddens in Suppart 


of Defendant's Motion for Summary Judgment 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter 
of 
QO. BAROFF CO., INC., 
Debtor. 3 ta Cre.) 60 
SUPPLEMENTAL 
; AFFIDAVIT 
AMERICAN BANK & TRUST CO., 
Plaintifé£, 
- against - 
’ EDWARD S. DAVIS, Trustee for the 
Liquidation cf the Business of 


F. 0. BAROFF CO., INC., 


Defendant. 


' STATE OF NEW YORK ) 
tt : ss.: 


i, COUNTY OF NEW YORK )- 


JAMES W. GIDDENS, being duly sworn, deposes and says 


1. I am 4 member of the firm of Hughes Hubbard 6 Reed, 
| attorneys for the Trustee for the liquidation of F. 0. Baroff 
|| Cow, Inc. and I am fully familiar with the facts hereinafter 
? stated. 

2. This Affidavit is submitted to supplement the af-~ 
fidavit of J. Bruce Ferguson, dated October 25, 1974, in support 
: of the motion by defendant Edward S. Davis, Trustee (the 
; "Trustee") for summary judgment pursuant to Fed. kK. Civ. Proc. 


+ 56 on the grounds that (3° there is no genuine issue as to any 


: material fact and (b) the Trustee is entitled to judgment as a 


' 


matter of law. 


Rana 


3. For the purposes of this action, the facts are as 
stated in the Bank's complaint dated June 17, 1974, as amended 
On October 7, 1974, with the excuption of paragraph 20; and in 
“addition 
, 4. On November 10, 1971 Esther Corey asserted a claim 
against the Debtor for her losses arising from the sale of stocks 
‘which had been stolen. [See Exhibit 1]. The Debtor negotiated 
with Corey to resolve the claim but ne final settlement was 
‘reached prior to the commencement of the Liquidation of the 
‘Debtor. 

E 5. The Debtor, as a nonmember, was required to clear 
‘transactions on the New York Stock Exchange through member 
brokers. Consequently 340 shares of Mesta Machine Co. belonging 
to Esther Corey were sold on behalf of the Debtor by Loeb 
Rhoades & Co. [See Exhibit 2]. 


i 6. The Debtor notified the Insurance Company of North 


America ("INA") of the Corey claims by letter dated December 8, 


| 

| 

1972 and made an initial claim of $14,369.41. [See Exhibits 2 

i z 

‘and 3}. The Debtor had paid premiums to INA on its policy which 
remained in full force and effect on January 6, 1972. 

! 


‘Dated: New York, New York 
January $0, 1975 


Lé’- ee 


Giddens 


James W. 


Sworn to before me this 
Aokday of January, 1975 


" a 
ae 4 Gut. 
th 4 toe ) l Laer 
if Notary Public 77 
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Store sh Ne. 4t- 
Coat at om Queens Cours 
Cerf. te ted in New York (- 
2 Eapures March 30, bv. - 
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Exhibit 1 


(Letter dated December 1, 1971 from Herbert 6G. Labbi, to Leonard R. Glass, Esq) 


Annexed to Supplemental Affidavit of James W. Giddens 


HERCERT G. LACSIE 
ATTORNEY AT LAW 


60S MANOR BUILDING 
864 FORBES AVENUE 
PITTSBURGH, PENNSYLVANIA 15219 


381-3560 


December 1, 


Leou.ard Glass , Esquire 
Glass and Greenberg 

§40 Madison Avenue 

New York, N: Y. 10022 


Dear Mr. Glass: 


As stated in my letter of November 10, 1971, my 
client, Esther I. Corey, demands the immediate return 
of all cf her stocks sold through vour client, F. 0. 
Barorf Company, Inc., as well as any dividends lost 
by her as a result of the sales. 

I am enclosing ditional notarized Affidavits 
of Forgery signed b. sther I. Corey in regard 
following companies u.d certificates: 


‘Name of Comranyv Certificate Number Number of 


S. S. Kresge 287272 
Company 7. 


Mesta Machine 
Company 


Mobil Oil 
Corporation 


|B ren 


106072 


wl 


452784 


reia 


‘Name of Comnanv Certificate Number Number of Shares 
National Steel NH 75116 109 
Corporation ; i total 100 


Philadelphia 353187 
Electric 392743 
Couipany | 

Ll72e2 


173230 


The Pillsbury 10006 
Company 100 


+I am attaching two schedules. The first shows the 
number of shares of each stock of Esther I. Corey that was 
sold by F. 90. Baroff Co., Inc.; and the second shows the 
dividends and record date, transfer date, and the dividends 
lost since the transfer date. The total dividends lest since 
the transfer date is $4,681.04 . 


Once again, in order to expecite the processing of this 
matter, I am sending duplicate originals of these Affidavits 
and schedules to- Insurance Company of North America, attention 
John Mangan, in Philadelphia, Pa. 


Your prompt attention to this matter will be greatly 
appreciated. 


Very truly yours, 
DYorbeA3 Left 
Herbert G. Labbie 
HGL/st 
Enclosures 


cc: INA 
Attn: Mr. John Mangan 


Exhibit 2 


(Letter dated December 21, 1971 from Leonard R. Glass to 


John J. Mangan, Supervision Bonding Claims etc., ) 


Annexed to Supplemental Affidavit of James W. Giddens 


GLASS & GREENBERG 
COUNSELORS AT LAW 


AZOMARD ®. GLASS 

RAROLD GRECHMBERG 

STEPHEN sree 
—_— 


BAO MADISON AVENUE 
EW YORK, w. YY. 1GO82 
TUMPLETON 66-6670 
LORANCE MOCKERT 

“RONALD B. BARCH 


ROBERT SERENGARTEN December 21, 1971 


Johi) J. Mangan, Supervisor 
Bonding Clzims 

Insurance Comoany of North America 
625 Walant Street 

P. O. Box 1616 

Philadelpnia, Pa. 19105 


Re: Insured: F. 0. Baroff Company, Inc. 
Claimant: Esther I.  >rey 


Your File No. 99 + 61.705 
Dear Mr. Mangan: 


On behalf of F. 0. Baroff Company, Inc., I submit 
herewith a request for indemnification as follows; 


$9,240.87 paid to Loeb, Rhoades & Co. for 
340 shares of Mesta Machines $ 9,240.87 


$5,128.54 paid to Esther Ir. Corey for 
accrued dividends due to Mrs. Corey as 


of December pL toby ot aut2B 54 


TEA ones $14, 369. 41 


Supporting documents are enclosed herewith. fOr 


Very. ety Lapa : 


A 


LRG :5F 
ENC. 


C.C. FP. O. Baroff Company, Ine. 
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Exhibit 3 


Exhibit 3 


(Letter dated December 8, 1971 from Leonard R. Glass, to John J. Magan, Bonding Claims, etc 


Annexed to Supplemental Affidavit of James W. Giddens 


GLASS & GREENBERG 
COUNSELORS AT LAW 


a. 

tLOmA ed = Cia ed B40 MADISE™ AVENUE 
MAROLD CACEMEERG Mew VOOR ww. 7. 19022 
STCHu ere reverie 


LOmanck mOCKERT TEMPLETON 6-6670 


ROrae & Gancmt 
ROSERY SCRENGARTEN 


MICMARD A. FREEwan 8 ° 1971 


Mr. John J. Mangan 

Supervisor 

Bonding Claims 

Insurance Company of North America 
625 Walnut Street 

P. O. Box 1616 

Philadelphia, Pennsyivania ~ 191¢5 


Re: Insured - F. 0. Baroff Commany, Inc- 
Claimant - Mrs. Esther I. Corev 
Your File Number 9908 610705 


Dear Mr. Mangan: 


We enclose herewith the following: (1) Memorandum of F. O. Barofft 
Company, Inc. setting forth a »rief resume of the facts giving rise to 
the claim and the transactions comprising the claim; (2) Confima- 
tions, cancelled checks and order tickets issued or prepared in 
connection With the transactions; (3) Under separate cover claimant 
has forwarded to you affidavits of the forgery and photostatic copies 
ef the certificates of common stock. . . 


Under letter dated October 26, 1971, you advised the undersigned that 
Insurance Company of North America was taking the position that the 
coverage under the policies was limited to a maximum liability cz 
$100,000 and a $5,000 deductible provision. We assume that this 
limitation of coverage was based upon the premise that aii of the 
transactions involved in the claim constituted a single transaccticn. 


Please be advised that the insured, F: 0. Barnoff Company, Inc., dis- 
adrees with this position and it is the position of F. 0. Barofti Company, 
Inc. that each sale of securities herein constituted a separate trans- 
action for which maximum coverage less the deductible provision should 
be provided. This position is supported by construction of the policies 
themselves, industry practice and supporting rulings. It is the 
intention of our client to insist upon payment of the full coverage 
provided for under the insurance contracts with Insurance Company of 
North America. 


EXHIBIT 3 


GLASS & GREENBERG 


Mr. John J. Mancan ; 
Page 2 December 8, 1971 


< Fi ~ : 
We would appreciate your immediate response after reviewing the 
enclosures. 


LRG/sjm 
Enclosure 
cc: F. O. Baroff Company, 


15 Maiden Lane 
‘New York, New York 


Order of Hon. Edward J. Ryan, Bankruptc, Judge, 


Granting Defendant's Motion for Summary Judgment, 


and Denying Plaintiff's Motion for Summary Judgment 


ae 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter 
-of- 
F. O. BAROFF CO., INC., : 72 Civ. 60 
Debtor. 
ORDER 
FILED 


AMERICAN BANK & TRUST COMPANY, 


Plaintiff 


EDWARD S. DAVIS, Trustee for the : : 
Liquida. 2m of the Business of oo J. RYAN 
Pp. 6. BAROFF CO., INC., : ie; TOY. JUSGE 


Nefers 


ORDER WITH RESPECT TO THE COMPLAINT 
OF AMERICAN BANK AND TRUST CO. a 
Upon the Complaint of plaintiff American Bank & Trust 
Co. (the "Bank"}) dated June 17, 1974, as amended on October 7, 
1974, the Notice of Motion for Summary Judgment of defendant 
Edward S. Davis, Trustee (the "Trustee”) dated October 25, 1974, 
the Trustee's Memorandum of Law dated October 25, 1974 and the 
accompanying Affidavit of J. Bruce Ferguson dated October 25, 
1974, and the Supplemental Affidavit of James W. Giddens, dated 
January 30, 1975, submitted in support of the Trustee's motion 
for summary judgment, the Bank's Memorandum of Law dated 
December 13, 1974, and the accompanying Affidavit of Robert 
Migatz dated December 13, 1974 submitted in support of the Bank’ 


motion for summary judgment, and upon oral argument had before 


me after due notice to all parties to this proceeding, and 
sufficient cause appearing to me therefor based upon this 
Court's Findings of ‘Fact and Conclusions of Law, it is hereby 
ORDERED, that the Trustee's motion for summary 
judgment is granted in all cusiennes and it is further 
ORDERED, that the Debtor is entitled to retain oe 
- amount of $93,691.03 out of the $100,000.C9 in proceeds 
received by the Trustee; and it is further ? 


ORDERED, that the Bank is entitled to receive the 


remaining proceeds amounting to $6,508.97. 


Dated: New York, New York 


a , AFT 


Edward J. Ry 
J, 


n 
Bankruptcy dge 


Findings of Facts Conclusions of Law 


of Hon. Edward J. Ryan, Bankruptcy Judge 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


-— — em: 


In the Matter 
-of- 


P. G. BAROFF CO., INC., 


72 Civ. 60 
Debtor. 


PINDINGS OF FACT 
AMERICAN BANK & TRUST COMPANY, 
Plaintiff, 
~against- 
EDWARD S. DAVIS, Trustee for 


Liquidation of the Business o 
EF. GO. BAROEF CO., INC., 


ne 


Defendant. 


PINDINGS OF FACT WITH RESPECT TO THE 
COMPLAINT OF AMERICAN BANK AND 1RUST CO. 


1. In January 1970 the Debtor entered into a typical 
broker's loan agreement with the Bank and executed a Collateral 
Loan & Security Agreement ("Security 7 sreement") in favor of the 
Bank which provided that the Debtor would deliver negotiable 
securities, duly endorsed for transfer, as collateral for its 
liabilities and indebtedress te the Bank under the Security 
Agreement. 

2. %In April 1971 certain securities owned by one 
Esther Corey and registered in her name were stolen from her. 
The securities were endorsed for trenetes by the forgery of 
Corey's signature. Certain of the securities were sold through 
the Chicago office of the Debtor. The Debtor guaranteed the 


forged endorsement and the Bank, under its agreement to clear 
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securities transactions for the Debtor, subsequently affixed 


“its “signature guaranteed” stamp on the stolen securities 
which would permit transfer and re-registration of the securities 
in the names of the purchasers. 

3. Subsequently on November 10, 1971, Corey asserted 
a claim against the l..hto7 for her losses. The Debtor entered 
into negotiations witi: °orey to resolve the claim but concluded 
no final settlement prior to the commencement of the liquidation. 
The Debtor did agree to pay and paid Corey $5,128.54 in December 
1971 representing accrued dividends on the stolen securities 
sold through the Debtor. 

4. Since the Debtor was not a member of the New York 
Stock Exchange it was required «=o clear transactions for its 
customers on such Exchange through brokers who were members. 
Certain of the Corey securities, in particular 340 shares of 
Mesta Machines Co., were sold on behalf of the Debtor by Loeb 
Rhoades & Co. Loeb Rhodes & Co. agreed to return the shares 
to. Corey and claimed and received from the Debtor $9,240.87 to 
cover the re-delivery of the shares. Thus, during December 

. 1971 the Debtor paid $14,369.41, directly or indirectly, to 
Corey on her claim. 

5. The Debtor, as required of members of the National 
Association of Securities Dealers, Inc., on July 9, 1970 ob- 
tained an insurance policy with Insurance Company of North 
America ("INA") providing coverage for claims on account of 
loss of securities and dishonesty of employees. The policy 
is generally referred to as a "Broker Blanket Bond.” The 
Debtor paid premiums on the policy which remained in full 


force and effect on January 6, 1972, the date of the commencemen 
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of the Debtor Liquidation under the Securities Investor 
Protection Act cf 1970. 

6. The Debtor gave notice of the Corey claims to 
INA by letter dated December 8, 1971 and made an initial claim 
of $14,369.41 to INA. 

7. On January 6, 1972 the Debtor was placed in 
liquidation. On that date the Bank held certain securities 
pledged by the Debtor as collateral pursuant to the Security 
Agreement. 

&. On January 27, 1972 the Bank entered into an 
agreement with the Trustee (the "Sales Agreement”) permitting 
the Bank to sell the securities held as collateral under the 
Security Agreement and place the net proceeds into escrow with 
the Irving Trust Company, as escrow agent, pending determination 
of the rights of the respective parties to the proceeds. Sub- 
sequently these terms of the Sales Agreement were duly executed 
and $205,318.24 was placed in escrow. 

9. Subsequently, the Bank applied to this Court 


(the "“Application") for an order directing that its claim for 


be paid from the escrow funds. After investigation the 
acquiesced to the Bank's entitlement to be paid from the 
its underlying indebtedness in the amount of $107,021.32 
§2.124% of the profits earned on such amount, $15,000.00 


another matter entitled the "Gottlieb Claim,” and legal fees 


incurred by its counsel in the amount of $16,083.81.* 


These payments amounted to some $138,000. The Bank also 
received $79,321.62 from the escrow fund as payment on the 
“Corey" claim, 94 10 and ll infra. In sum, the Bank, as a 
secured creditor, has been paid approximately $217,000 

of its allowed claims against the estate of $318,000. 
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10. In the Application the Bank contended that 
the "dragnet" clause of the Security Agreement covered the 
contingent claim which the Bank had against the Debtor 
as a result of the Bank's potential liability to Esther 
Corey.* The Trustee initially objected that the contingent 
claim was not secured by the Security agreement. 

ll. However, upon the payment of $180,449.53 by 
the Bank to Corey in full settlement of her claim against 
it, the Trustee agreed that, since the liability was no 
longer "contingent" the Bank was entitled to the remainder 
of the escrow fund, $79,321.62, and the Bank was paid 
that amount. 

12. The Debtor's total loss through payments 
to third parties with respect to Esther Corey, i.e., to 
Corey, to Loeb Rhoades & Co. and to the Bank, amounts 
to $93,691.03. 

13. Having filed a claim for $14,369.41 in 


December 1971 (4 6, supra), on July 10 and September 18, 1974 


the Trustee filed an amended claim with the Debtor's insurer 


for $100,000** pursuant to the Insurance Policy and subse- 
quently received that amount and added it to the Debtor's 
General Estate. 

14. On June 17, 1974 the Bank filed the instant 
complaint asserting, in effect, a right to the $100,000 
proceeds of the Insurance Policy as compensation for the 


Bank's outstanding loss of $101,127.96 on the Corey claim. 


The Bank therefore asserted that the Debtor would be wiable 
to the Bank if the Bank made payment with respect to its 
potential liability to Esther Corey. 


The maximum coverage under the Insurance Policy. 


py ee 


} 
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The Trustee has not objected to the Bank's being paid 
$6,308.37 from the $100,000 after reimbursement to the 


Debtor of its $93,691.03 loss on the Corey claim. 


Dated: New York, New York 


20" 1975 


Edward J. Ryan; \ 
Bankruptcy jgudge\ 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter 
of 
O. BAROFF CO., INC., 
Debtor. 72 Civ. 60 
CONCLUSIONS OF LAW 
AMERICAN BANK & TRUST COMPANY, 
Plaintifé, 
~against- 
EDWARD S. NPDAVIS, Trustee for the 
Liguidation of the Business of 


| F.. O. ‘BAROFF CO. ,” INC., 


Defendant. 


CONCLUSIONS OF LAW WITH RESPECT TO THE 
COMPLA*NT OF AMERICAN BANK AND TRUST CO. 

l. The determination of the rights of the parties here- 
in to the $100,000.00 in insurance proceeds received by the Trust 
ee, is a matter committed to my discretion to hear and determine 
under the Order of Referral of the Hon. Lawrence W. Pierce dated 
January 20, 1972. 

2. Section 167(1) of the New York Insurance Law 
(McKinney 1966)* provides (1) that the insured's insolvency or 


bankruptcy does not release the insurer from its liability under 
: 


| * Section 167 provides, in pertinent part, as follows: 


“No policy or contract insuring against 
liabiliy for injury to person * * * or against 
liability for injury to or destruction of, 
property shall be issued or delivered in this 
state, unless it contains in substance the 
following provisions * * * 3: 

AN 


“(a) A provision that the insolvency 
orc bankruptcy of the person insured, or the 
(continued on next page) 
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the policy, § 167(1)(a), and (2} that a third-party with a judg- 
ment against the insured unsatisfied after thirty days may proceed 
directly against the insured, § 167(1)(b). Section 167(1) is ap- 
Plicable to indemnity policies under certain circumstances. 
Coleman v. New Amsterdam Casualty Co., 247 N.Y. 271, 160 N.E. 367 


(1928); Skenandoa Rayon Corp. v. Halifax Fire Ins. Co., 245 App. 


Div. 279, 281 N.¥.S. 193, aff'd, 272 N.Y. 457, 3 N.E.2d 867 (1935). 


3. Section 167(1) of the New York Insurance Law is a 
remedial provision rectifying a prevelant inequity worked by a 
common law rule which effectively released an indemnity insurer 
when the insured became insolvent because the policy was regarded 
as one of indemnity against loss, and it was thought that there 
could be no loss to a bankrupt debtor who was unable to pay the 
injured third-party. See Coleman v. New Amsterdam Casualty Co., 
247 NoYs 271, 275 (1928) (Cardozo, €.d.): Comment, An Overlooked 
String on a Plaintiff's Bow: New York Insurance Law Section 


167 (1), 44 Cornell L.Q. 396, 397 & n.6 (1959). Thus the terms 


(continued from preceding page) 


insolvency of his estate, shall not release 
. the insurer from the payment of damages for 
' injury sustained or loss occasioned during 
the life of and within the coverage of such 
policy or contract. 


“(b) A provision that in case judgment 
against the insured or his personal repre- 
sentative in an action brought to recover 
damages for injury sustained or loss or 
damages occasioned during the life of the 
policy or contract, shall remain unsatis- 
fied at the expiration of thirty days from 
the serving of notice of entry of judgment 
upon the attorney for the insured, or upon 
the insured, and upon the insurer, then an 
action may, except during a stay or limited 
stay of execution against the insured on 
such judgment, be maintained against the 
insurer under the terms of the policy or 
contract for the amount of such judgment 
not exceeding the amount of the applicable 
limit cf coverage under such policy or 
contract.” 


PG, Ja 
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of § 167(1) are available to a third-party only when the insured | 


is foreclosed from benefiting from its contract by reason of 
bankruptcy. If this purpose is to be given operative effect, as 
it must, then where the insured is able to derive the benefit of 
its contract, as the Debtor has here, the statute is inapplicable, 

4. It is clear that the remedial Purpose and the ex- 
Plicit language of § 167(1)(a) were designed to prevent insurers 
from abrogating their contracts with debtors in bankruptcy who 
had yet to suffer a loss. But it is equally clear that this pro- 
vision does not purport to affect the vested rights of a debtor 
who, as the Debtor here, has sustained an actual loss, and is 
entitled to indemnity from the insurer who has accepted the 
Premiums and gaarentesd reimbursement. 

5. The insurer's obligation under the Broker's Blanket 
Bond involved here, which was a typical indemnity policy insuring 
against losses arising from the lack of integrity, fidelity or 
honesty of employees, ran solely to the insured, the Debtor. See 
American Empire Ins. Co. v. Fidelity 5& Deposit Co., 408 F.2d 72 
(Sth Cir. 1969). Under such indemnity policies the insurer's 
liability attaches only when the insured sustains an actual loss 
by virtue of payment to an injured third-party. See Harris v. 
Standard Accident & Ins. Co., 297 F.24 627 (2d Cir. 1961), cert. 
denied, 369 U.S. 843. (1962); Ronnau v. Caravan International 
Corp., 205 Kan. 154, 468 P.2da 113 (1970). 

6. The direct action provisions of § 167(1)(b) admit 
of no other interpretation than that which accords with the terms 
of subdivision a. Therefors, a third-party would be entitled to 
receive the entire proceeds where the insured has suffered no 
loss. However, subsection b does not provide that the third- 


Party has a right to the full satisfaction of its claim before 
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the insured is entitled to reimbursement, but it merely insures 
that third-party claims ceceive satisfaction to the limits of 
the policy. 

7. The Bank's contention that despite sustaining a 
loss the Debtor is not entitied to the insurance proceeds is un- 
supported by authority. When properly viewed in their factual 
contexts, the two cases primarily relied upon by the Bank are 
inapposite. 

8. In Merchants Mutual Automobile Liability Ins. Co. 
v. Smart, 267 U.S. 126 (1925) an insurance company, not the 
insured, was opposing a personal injury claim by a third-party. 


The Court held that under the predecessor provision to § 167(1) 


(became] operative only in the event of insolvency or bankruptcy 


the third-party could collect from the insurer because “the ce wy) 
| 


of the assured when he can no longer use the indemnity to pay the 
injured person as he should." (émphasis added.) 267 U.S. at 131. 
That holding comports with our construction of the statute in the 
instant case. There the insured had sustained no loss and had 
made no payment to the third-party and consequently the statute 
was properly invoked. Here the Debtor has made payments and has 
suffered losses and thus there is no basis upon which the Bank 
may invoke the statute. 

9. The decision in In re Fay Stocking, 95 F.2d. 961 
(6th Cir. 1938) is also in accord with our construction of the 
statute. That too was a personal injury claim based on a 
liability insurance policy. The bankruptcy trustee there 
not challenge the right of the injured third-party to the 
insurance proceeds because the debtor had made no payment to the 
claimant and had suffered no loss. Indeed, there the trustee 


simply sought to have the injured party's related claim filed 
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in the bankruptcy proceeding reduced by the amount of the 
insurance recovery. 


10. Both of the cases are entirely consistent with the 


interpretation of the statute construing its provisions to apply 


to cases in which the debtor has not sustained a loss. Such is 
not the case here. The statute clearly was not intended to 
deprive the insured of the benefit of its insurance contract. 

ll. Accordingly, che Trustee's motion for summary judg- 


ment is granted in all respects. 


Date New Yark, New York 


thei 20 » 1975 


Edward J. Ryan 
Bankruptcy Judge 


Notice of Appeal from the Order of 
Hon. Edward S. Ryan, Bankruptcy Judge 


Granting Defendant's Motion for Summary 


Judgment and Denying Plaintiff's Motion 


for Summary Judgment 


=D STATES DISTRICT COURT 
OUTHERN JISTRICT OF NEW YORK 


the “satter 
-of- 


P.O. BAROFE: CO... INC, 


AMERICAN BANK & TRUST COMPANY, 


Plaintice,, 


-against- 


DAVIS, Trustee for the 
the Business of 
Le 
SPs Cote 


E 
L 
F 


Defendant. 


from the order of Honorable Edward 


os 


Bankruptcy Judge, entered i 


n is case on June 20, 1975 x 
cefendant's motion for summar: judgement and denied plai 


for summary 


The parties to the order appealed from and the names 


and addresses of their respective attorneys are as follows: 


Securities Investor Protection 
Corporation 

Suite 800, Farragut Building 

900 Seventeenth Street, N.W. 

Washington, D. C. 20006 


Securities & Exchange Commission 
26 Federal Plaza 
New York, New York 


Hughes, Hubbard & Reed 

Attorneys for Edward S. Davis, 
Trustee 

L Wall Street 

New York, New York 10005 


DATED: New York, New York 
June 26, 1975 


REAVIS & McGRATH 


By “yf 
Stephen 2. Steinberg 
A Member of the Firm 
Attorneys for Plaintiff 
1 Chase Manhattan Plaza 
New York, New York 10005 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter 
of 
-O. BAROFF COMPANY, 


72 Civs/ 60 


EDWARD S. DAVIS, Trustee, 


Defendant-Appellee. 


APPEARANCES: 


useaen 


L. HOMER SURBECK, ESQ. 
JAMES W. GIDDENS, ESQ. 
PHILIP H. CURTIS, ESQ. 
HUGHES HUBBARD & REED 
One Wall Street 

New York, New York 


Attorneys for the Trustee 


STEPHEN R. STEINBERG, ESQ’, 
JAMES NESPOLE, ESQ, 

DAVID C. BIRDOFF, ESQ. 
JANE FANKHANEL, ESQ, 
REAVIS & MC GRATH 

One Chase Manhattan Plaza 
New York, New York 


RSG is fred 4 are prye Lahtnoclitiehesbathunsie. Dikealae ren 


Attorneys for Plainctiff-Appellant 


Me ee 


Decision and Order of 


Luvrence W. Pierce, U.S.D.d. 


Appealed from 


LAWRENCE W.PIERCE, D.J. 


MEMORANDUM OPINION 
This action arises in the context of the Liqui- 

dation of the business of F.0. Baroff Company, Inc. (the 
Debtor or the Insured) pursuant to the provisions of the 
pecurifies Investor Protection Act: (SEPA), 15 U.S.c, 
§§78aaa-78111. The instant dispute, which represents the 
last substantive matter open in this liquidation proceeding, 
is an appeal from the ruling o : Edward J. Ryan, 

Special Master for this liquidation, 


granting the Trustee's motion for summary judgment with 
respect to the claim of American Bank & Trust Co. (American) 
for recovery of certain proceeds of an indemnity insurance 


policy of the Debtor, paid to the Debtor by the Insurance 


Company of North America (INA or the Insurer). The Special 


Master held that American was not entitled to the insurance 
proceeds recovered by the Trustee for the General Estate 
of the Debtor, except for that portion as to which American's 
application was unopposed. American's cross motion for 
summary judgment was denied. 

The sole issue presented on this appeal concerns 


the application of the provisions of Section 167 of the 


Insurance Law of the State of New York to the facts of 
this case. For the reasons stated below, the Court affirms 
the Order of the Bankruptcy Judge. 

The Facts 

The facts which are relevant to this appeal 
as found by the Court below are not in dispute and may be 
stated briefly. F.0O. Baroff and Company, Inc. was engaged 
in business as a securities broker-dealer pricr to being 
placed in liquidation by order of this Court dated January 6, 
1972. As a member of the National Association of Securities 
Dealers, Inc. the Debtor was required to obtain and on July 9, 
1970 did obtain an insurance policy known as a "Broker 
Blanket Bond". This policy, issued by INA, provided coverage, 
inter alia, for claims arising from loss sustained through 
dishonest and fraudulent acts of the Debtor's emp loyees. 
The Debtor paid premiums on the policy and it was in full 
force and effect on January 6, 1972, the date of the commence- 
ment of the instant Liquidation. 

In January, 1970, the Debtor entered into a 


Collateral Loan and Security Agreement (Security Agreement) 


which provided that in connection with the rendering of 


certain services to the Debtor by American, the Debtor would 


deliver negotiable securities as collateral for liabilities 


and indebtedness to American arising under the Security 


Agreement. American held securities pledged by the Debtor 


pursuant to this Security Agreement at the time the Debtor 
was placed in liquidation. These securities were subse- 
quently sold by American and the proceeds were placed in 
an escrow fund pending a determination of the rights cf 
the respective parties to the zroceeds of the sale. 
curities owned by one Esther 
the Debtor, were stolen from 
of the Debtor by means 
y25tor guaranteed the forged 
endorsement and the Bank, pursuant to its agreement to 
clear securities transactions for the Debtor, also guaran- 
teed the signature. 

Subsequently, in November, 1971, Corey brought 
an action against the Debtor for recovery of her losses. 

It is not disputed that this claim was within the terms 
of the INA insurance policy held by the Debtor. 

In the course of negotiating with Corey concerning 
her claim, the Debtor agreed to pay and did pay to Corey 
$5,128.54 representing accrued dividends on the stolen 
securities. In connection with the Corey claim, the Debtor 


also paid to Loeb Rhodes & Co., a member of the New York 


Stock Exchange which had effected the sale of certain of 

the stolen securities on the New York Stock Exchange and 

which agreed to return the shares to Corey, the sum of 

$9,240.87 to cover the redelivery of the shares to Corey. 

Thus, prior to commencement of the liquidation proceeding, 
~ 

the Debtor paid a total ot $14,369.41, directly or indirect- 

ly, in partial satisfaction of the Corey claim. 

After the commencement of the instant liquidation 
proceeding, American ipplied to the Court for an order 
directing that certain claims which it had against the 

for unpaid Loans and advances, interest thereon, 
and attorneys' fees be paid to American from the escrow 


fund; and, such payments, not at issue here, were made to 


American, leaving a balance of $79,321.62 in the escrow 


fund. American also contended that the "dragnet" clause 

of the Security Agreement with the Debtor covered certain 
contingent claims including the Corey claim. ‘nis position 
was initially disputed by the ‘'rustee, but the issue of 
whether contingent claims were covered by the Security 
Agreement was mooted when American paid $180,449.58 to 
Corey in full settlement of her claim. Thereafter, the 
Trustee acquiesced in the payment to American of the 
$79,321.62 remaining in the escrow fund as partial 


reimbursement for American's liability to Corey. 
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Having previously filed a claim with Ina for 
$14,369.41 in connection with losses incurred with respect 
to the Corey claim, the Trustee filed an amended claim 
on July 10 and September 18, 1974 for $100,000, the limit 
of the Debtor's policy. This amount was received and added 
to the Debtor's General Estate. 

In June, 1974, American filed the instant 
complaint asserting a right to the $100,000 proceeds of 
the insurance policy as compensation for American's loss 
of $101,127.96 on the Corey claim. The Trustee did not 
object to American's being paid $6,308.97 from the $100,000, 
representing the balance remaining after reimbursement to 


the Debtor of the $93,691.03 total paid by it with respect 


to the Corey claim. American's application was denied 


insofar as it sought recovery beyond the unopposed amount 
by the Opinion and Order of the Bankruptcy Judge dated 
June 20,1975. 

Discussion 

The question presented on this appeal is whether,-: 
under the circumstances of this case as set forth supra, 
Section 167 entitles American to recover the insurance 
proceeds paid to the Debtor by INA. The pertinent portions 


of the statute provide that (a) an insurer shall not be 


released from its liability under a policy of insurance 
solely by reason of the bankruptcy of the insured, and 
(b) that an injured third party, with a judyment avainst 


the insured remaining unsatisfied after 30 days, may bring 


: ‘ : : L 
an action directly against the insurer.— 


This statute was enacted as a remedial provision 
to correct the inequitable situation which arose under the 
common law rule which discharged an insurer from liability 
upon the bankruptcy of the insured on the theory that under 
such circumstances the insured, being unable to pay the 
injured third party, would suffer no loss. See Coleman v. 
New Amsterdam Casualty Co., 247 N.Y. 271, 275, 160 N:8.' 367 
(1928). Thus, the purpose of the stat:te was to protect 
injured plaintiffs or third parties. Larkin v. Munson SiS. 
Line, 100 F.2d 393, 394 (2d Cir. 1938); Jackson v. Citizens 
Casualty Co., 277 N.Y. 385, 390, 14 N.E. 2d 446, 448 (1938). 
The statute has been found applicable to indemnity as well 
as to liability policies. See Coleman v. New Amsterdam 
Casualty Co., supra; Skenandoa Rayon Corp. v. Halifax Fire 
Ins. Co., 245 App. Div. 279, 281 N.y.S. 193 (4th Dept.), 
aff'd, 272 N.Y. “457, 3 N.E.2d 867 (1935). 

In pressing their respective positions as to the 


applicability of this statute to the facts of this case, the 


parties rely on seemingly conflicting language contained 
within one Supreme Court Opinion, Merchants Liability Co. 
Ve Smart, 267 U.S. 126 (1925). That ease interpreted 
Section 109 of the Insurance Laws of New York, the predeces- 
Sor statute of the provision under consideration here, 
The Trustee relies on the Court's statement 
that the clause which secures to the injured person the 
indenmity which the insured has provided for himself 
"becomes Operative only in the event of the insolvency 
or bankruptcy of the assured when he can no longer use 
the indemnity to pay the injured person as he should," 


Td aes Esai: Further, the Trustee argues, there is no 


indication in the statute or case law interpreting it 


to mean that the legislature intended by the enactment 
of this statute to interfere with the contractual relation 
between the insurer and the insured. 

American, on the other hand, relies on the 
Language immediately following that just quoted where the 


Court stated: 


"The title to the indemnity passes out 

of the bankrupt or insolvent person and 
vests in him in whom the contract and 

the state law declare it should vest. 

The assured is divested by the terms of 
the instrument under which the interest 

of the assured and the interest of the 
injured, then contingent, and now absolute, 


were created. The general creditors have 
lost nothing because by the fact of bank- 
ruptcy the interest of the assured in the 
policy passed to the injured person and 
did not become assets of the assured," 
id; 


American argues that the result sought by the Trustee 
would create an unjust distinction between injured third 
parties with a security interest in some asset of the 


insured and those without such an interest. Further, 


American argues, since in this case the collateral released 


to American by the Trustee was held by American pursuant 
to a security agreement, American always had a right to 
use it to reduce the amount of its claims against the 
Debtor's estate. See United States National Bank v. 
Chase National Bank, 331 U.S. 28, 33-34 (1947); In re 
Pennyrich International Inc. of Dallas, 473 F.2d 417, 
421 (Sth Cir. 1973). Therefore, since the collateral 
passed to American by virtue of an interest which was 
superior to that of the Trustee, the transfer cannot be 
characterized as a "loss'' to the General Estate. 

With respect to this last point, the Court 
cannot agree with American's position. Had American 
elected not to exercise its security interest, an option 


which was certainly available, see United States National 


Bank v. Chase National Bank, supra; In re Pennyrich Inter- 
national, Inc. of Dallas, supra, the funds available to 


the General Estate would have been increased, It is this 
Court's view that American's exercise of its security 
interest effected a reduction in the funds available to 

the General Estate and, consequently, resulted in a "loss" 
to the General Estate. The question of the effect of 
Section 167 where the insured has suffered a loss by virtue 
of payments to injured third parties must therefore be 
addressed, 

Unlike a policy of liability insurance, an 
insurer's obligation to pay an indemnity policy usually 
arises only when the insured sustains a loss by reason of 
payment to an injured third party. See Harris v. Standard 
accident & Ins. Co., 297 F.2d 627, 635 (20 Cie, 1961), 
cert. denied, 369 U.S. 843 (1962). Unless altered by 


statute, the insurer's obligation, even then, runs only 


to the insured. See American Empire Ins. GOW NOE See owe 


Fidelity & Deposit Co. of Md., 408 F.2d 72 GSith Cis), 


cert. denied, 396 U.S. 818 (1969). 


Section 167 does alter this principle when, by 


reason of bankruptcy, the insured is unable to satisfy 
Raa Ra TLE AGRA 
a judgment in favor of an injured third party and will 


eau LU UU Nase ce 
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suffer no_ loss as a result of payments to such a party. 


—-—-- 


Sce Merchants Liability Co. v._Smart, supra; Coleman v. 
New Amsterdam 7asualty Co., supra. Here, however, as 
already set forth, there has been a loss incurred by the _ 
insured. Further, by virtue of the Debtor's previous 
——— 

Payments, injured third parties have already received at 
least partial satisfaction of their claims. Under these 
circumstances, where payment has been made and a loss has 
been suffered by the insured, and the insurer has indemni- 
fied the insured,|the injured third party would have no 


ee 


direct right of action under Section 167 against the 
Goes vena ee 
insurer for any sum beyond the difference between the 
indemnity paid and the limit of the policy. |See Harris v. 
Standard Accident & Ins. Co., supra; Jackson v. Citizens 
Casualty Co., supra. fflere, as here, the injured third 


parties have already had recovery up to the limits of the 


policy by virtue of the Debtor's payments and the order 


of the Court below, this Court can find no statutory 
ere er eee es 


language or policy which would be served by a holding 
‘Senescence sapere italia lsat tc CAL 
that the injured third parties can have further recovery 


against the insured, simply because the insurer has now 
acy TRI ea 


reimbursed the insured for the loss incurred by the insured. 
aa mm aac — SS ee 
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In other words, the Court agress with the Bankruptcy Judge 


ba A ge 


that the provisions of Section 167 are intended to assure 
only that injured third parties shall have their right to 
‘recover under insurance policies issued in the State of 
New York protected against the bankruptcy of the insured 
up to the limits of the policy, ~~ 
a 

Viewed in the factual context of the case itself, 
the ‘language in Merchants Liability Co. v. Smart, supra, 
upon which American relies is not inconsistent with this 
result. In that case, where the insured had gone into 
bankruptcy and the insurer was resisting payment directly 
to an injured third party, there was no loss to the General 
Estate by virtue of the payment to the third party by the 
insurer because the insured had made no payment itself. 
Thus, because of the statutory provision, the title to 


the indemnity passed to the third party. Here, where 


the insured has made payments and suffered loss, the 


third parties have already received all the relief pro- 
vided by the statute, that is, recovery up to the Limit 

of the policy. For the same reasons, the language in 

in re Fay Stocking Co., 95 ¥.24¢ 961 (6th Cie. 1938) with 
respect to the vesting in the injured claimant of title to 
the proceeds of a liability insurance policy is inapplicable 


to the present case. 


The order of the Court below is affirmed in 


all respects. 


SO ORDERED. 


Dated: March.25, 1976 
New York, New York 


LAWRENCE W. PIERCE 
Ws) ia) 2D) ally 


FOOTNOTE 


Section 167 provides, in pertinent part, as 
follows: 


"No policy or contract insuring against 
liability for injury to person... or 
against liability for injury to or destruc- 
tion of, property shall be issued or delivered 
in this state, unless it contains in substance 
the following provisions . . |: 


"(a) A provision that the insolvency 
or bankruptcy of the person insured, or the 
insolvency of his estate, shall not release 
the insurer from the payment of damages for 
injury sustained or loss occasioned during 
the life of and within the coverage of such 
policy or contract. 


"(b) A provision that in case judgment 
against the insured or his personal repre- 
sentative in an action brought to recover 
damages for injury sustained or loss or 
damages occasioned during the life of the 
policy or contract, shall remain unsatis- 
fied at the expiration of thirty days from 
the serving of notice of entry of judgment 
upon the attorney for the insured, or upon 
the insured, and upon the insurer, then an 
action may, except during a stay or limited 
Stay of execution against the insured on 
such judgment, be maintained against the 
insurer under the terms of the policy or 
contract for the amount of such judgment 
not exceeding the amount of the applicable 
limit of coverage under such policy or 
contract.” 


Notice of Appeal from Order of 
Hon. Lawrence W. Pierce, U.S.D.d. 
Which Order Affimed the Order of Hon. Edward 


J. Ryan, Bankruptcy Judge, Granting Defendant's 


Motion for Summary Judgment dismissing 


Complaint and Denying Plaintiff's Motion for 


Summary Judgment 


UNITED STATES DISTRICT COURT 
SOUTHERN DISTRICT OF NEW YORK 


In the Matter 
of 


F. 0. BAROFF COMPANY, INC., 


AMERICAN BANK & TRUST COMPANY, 
Plaintiff-Appellant 


-against- 


EDWARD S. DAVIS, Trustee, 


Defendant-Appellee. 
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NOTICE OF A 


PLEASE TAKE NOTICE that American Bank & Trust Company, the 


plaintiff-appellant above named, hereby appeals to the United States 


Court of Appeals for the Second Circuit from each and every part 


of the Order of the United States District Court for the Southern 


District of New York (Hon. Lawrence W. Pierce, U.S.D.J.), dated 


March 25, 1976 and entered on March 26, 1976, which order affirmed 


the order of the Bankruptcy Court for said district (Hon. Edward 


| J. Ryan, Bankruptcy Judge) dated and entered June 20, 1975 which 


: 
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had granted defendant-respondent's motion for summary judgment 


dismissing the complaint herein and denied plaintiff-appellant's 


motion for summary judgment. 


Dated: New York, New York 
April 21, 1976 


Yours, etc. 


McGRATH 


» Neate light. 


A Member of the Fitm 
Atfprneys for Plaintiff-Appellant, 
American Bank & Trust Company 
1 Chase Manhattan Plaza 
New York, New York 10005 


HUGHES, HUBBARD & REED, Esqs. 

Attorneys for Defendant-Respondent, 
Edward S. Davis, Trustee 

One Wall Street 

New York, New York 10005 


SECURITIES INVESTOR PROTECTION 
CORPORATION 

Suite 800, Farragut Building 

900 Seventeenth Street, N.W. 

Washington, D. C. 20006 


SECURITIES & EXCHANGE COMMISSION 
26 Federal Plaza 
New York, New York 


State or New York 
City or New York \ss.: 
County or New York | 


= a me a 


a , being duly sworn, deposes and 


f° Ofw~ Ff . Jarreet{( 


says, that he is over 18 years of age. That on the .2 day of 
, 1976 , he served ACefies af Ade, of 


) 
Deel 
herein by depositing the same, properly enclosed in a securely sealed 
post-paid wrapper ,ina U.S. Post Office at 90 Chureh Street, New 


York City, directed*to said atlosmey——at a 


f tc ttt bye3toral NOTES : 


‘ tr i 
f fete fr LL ) 
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me ie WV wzather~ Ee Lin ioe A Os ZB Oo oO 
thg/ being the place wheferhey maintai( $e: ae offices for the 


regular transaction of business, and the last address mentioned in 


the papers last served by | / 


Sworn to before me this 


fe oi 


SECURITIES & EXCHANGE COMMISSION 
NEW van of ginNel CFICE 


{ 


| HUGHES TAL & BELO | 
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